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Federal Resources

John W. Losse, Jr. Federal Resources Corporation
PRESIDENT-MINING DIVISION

. 57 West South Temple Suite 480
June 14, 1991 P.O. Box 806, Salt Lake City, Utah 84110
801 355-7260 Fax: 801 521-6400

Mr. William J. Weis

U.S. Environmental Protection
Region 9, Field Operations

75 Hawthorne St. (Mail stop H-8-3)
San Francisco, CA 94105

Dear Mr. Weis:

As requested, I enclose copy of a diagram showing the predecessor
companies, distributions and mergers which have led to Federal
Resources Corporation (Nevada) as survivor.

I have discussed our conversation with three former directors of
Federal who have some recollection of events which took place in
the early and mid - 1950's. Unfortunately, operating and geology
staff persons of that era - Lee Meserly, Robert B. Schick, Norman
Williams and Ralph Neyman - are all deceased. The president of
Federal during the 1958-1982 period is also deceased. This office
has no operating files, minutes or merger documents which go back
to that period, apart from the diagram noted above, along with
stockholder lists for several of the entities listed there. One
of the functions of this office is to authorize exchange of
predecessor shares when presented.

One of the former directors, Donald V. Peters, stated to me that
his recollection is that after the 1955 mergers, which included
Santa Fe Uranium Company (Utah), all operations in New Mexico were
halted and all equipment was sold, often at distress prices.

We expect to be able to send you copies of Form 10-K reports of
Federal Resources Corporation within the next two weeks or so.

Very truly yours,

FEDERAL RESOURCES CORPORATION

by //ﬁzk&;géi:2§22“35f¥{\
ohh W.' Yosse, Jr. J
ide President
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Predecessor Campames, Federal Uranium Corp., Nevada

S A :

.| Federal Uranium Corporation - Utah . 2 for 1 :

| Fourteen Group, Inc., New Mexico 1/11 for 1-
Uranium Prospectors, Inc., Nevada - 2for 17
Interstate Uranium, Inc., Utah . 160 for. l
Santa Fe Uranium Company, Utah _Afor ]
U-& | Uranium Corporation, Idaho -~~~ _1_2;]_[2_{2_]
Utida Uranium Company, Inc., Idaho __ 13-1/3far 1
Western States Uranium, Inc., Utah 400 for 1
~Howell“Mining“Company , Utah 25 for 1
Is_e_rlt_ycky_-Utah Mmmg Compag,x,u _— 10 for 1
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. Merger
- Jan. 25, 1956

Elk Rndge Uranlum Company, Utah
3-1/2 for 1~ =
Script Issued-Convertible to 1-25-58 -

To 7-25-60

Scnpr Sold 1-25-58- -Proceeds Drstnbutable '},,‘;_‘

Predecessor Compames Chesapeake & Colorado Nevada

‘| Jacob's Chair Mmmg_Corp, , 'Nevada
|Chesopeake & Colorado Corp. ,Delaware (1)

50 for 1

Nuclear Magnetic Mining, Inc.  Florida

% 1 for 1.0454086

"7.854286 for 1 |\ Dec. 2,

Merger -

Silver Sage Oil & Mineral Co. (Wyoming

9.30691352 for 1

Western OIT“& Gas Co ' Wyomlng :

*Sa'me Basis Comman & Preferred S
No Fractional Shares Issued

(1) Organlzed Chesapeake & Colorado Uramum Corp Delaware .

1957

Tfor 2.62821955| - ..

Federal Uranlum Corp., Nevada/

Scrrpv lssued-Convertlble to 4-22-57- »v; . '-

| Seripf’ Shares Sold 4-22-59- Proceeds
sttrrh/rable to 10-22-59 ' '

lstnbutlon
To Stockholders - _.
April 2:0,, 1956 e

Radorock Resources, Inc., Nevada -

1/2 Shere for 1 Federal=1/2 Shs. Issued

-
7
Merger -
April 30, 1959

]

Chesapeake & Cblorado Corp., Nevada|"

Formerly Jacob's Chair Mining 'Carp,
Dec. 2, 1957. Name Changed to:"
Chesapeake & Colorado Corporahon

— April 30, 1959. Name Changed to

Radorock Resources, Inc. :
:3-1/4 Shares for 1 Chesapeake
No Frachonal Shares lssued

‘ﬁApr.BO,"_' o
(eIt

N

Federal Resources Corp. ,Nevada
Formerly’ Federal Uranlum Corp.
1 Share for 1,. Both campanies

N

”l;‘\erger :
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FEDERAL RESOURCES CORPORATION
57 WEST S TEMPLE STE 410

SALT LAKE CITY, UT 84101

" TELEPHONE: 801-355-7260

DUNS NUMBER: 00-793-8889

PRIMARY SIC: 1021 (Copper ores)
SECONDARY SIC: 1041 (Gold ores)
1044 (Silver ores, nsk)
1031 (Lead-zinc ore mining)

YEAR STARTED: 1955

EMPLOYEES TOTAL: 8 ANNUAL SALES ($): 400,000
EMPLOYEES HERE: 4

THIS IS:

A HEADQUARTERS LOCATION
HISTORY:
12/06/90

SCOTT A BUTTERS, PRES JOHN W LOSSE, V PRES-TREAS
MELISSA BERKOWITZ, SEC PAUL E HANNESSON, STOCKHOLDER
DIRECTOR(S): The officers identified by (+) and Bentley J Blum.

The company’s stock 1is traded over the counter. There are 15,
shareholders.

Business started 1955 by investors. 42% of capital stock is owned
Bentley J Blum. 14% of capital stock is owned by Paul E Hannesson. 1%
capital stock is owned by John P Kotts. 1% of capital stock is owned
John W Losse. 42% of capital stock is owned by the general public.

SCOTT A BUTTERS born 1955. 1980 and continues here. 1976-79 atten
and graduated with an MBA degree from University of Utah.

JOHN W LOSSE born 1916. Graduated from Washington University,
Louis, MO with a BS degree 1in business administration 1937. Gradua
Harvard School of Business with an MBA degree in 1939. 1939-41 and 1945
J W Losse Tailoring Co, St Louis, MO secretary-treasurer; 1941 s
interest with no loss to creditors. 1941-45 United States Navy. 1955
Uranium Reduction Co, Salt Lake City, UT secretary-treasurer. 1962-65 At
Minerals, Salt Lake City, UT vice president of finance. 1965-70 Ameri
Zinc Co, St Louis, MO vice president finance. 1970-71 Conrad Inc, St Lou
MO vice president finance. 1971 and continues here.

MELISSA BERKOWITZ. Not active here, active in Bentley Blum’s offic

PAUL E HANNESSON, not active here. An investor residing in New Yo
1979-82 senior vice president and Chief Financial Officer of Overhead D
Corporation, a New York Stock Exchange listed company located in Dall
TX, engaged in the manufacture of products for the transportation
construction industry. Prior to, was a group vice president and Ch
Financial Officer of Slaughter Brothers Inc, a lumber produ
manufacturer, located in Dallas, TX.



BENTLEY J BLUM, not active here. An investor residing in New Yo
NY. Chief Executive Officer of Berkshire Coal Corporation.

On Jun 27 1989 the company’s subsidiary, Kenyon Home Furnishings,
filed a voluntary petition under Chapter 7 of the United States Bankrup
Code, case #B89-01438. The petition was filed in the United Sta
Bankruptcy Court for the Middle District of North Carolina.

OPERATION:
12/06/90

Mining of copper, gold, silver and zinc (100%) through
susidiaries. Sells for cash 80% balance net 60-90 days. Has 20 accoun
Sells to smelters and equipment manufacturers. Territory : United Sta
and Canada. Nonseasonal.

EMPLOYEES: 8 including officers. 4 employed here.

FACILITIES: Rents 1,000 sqg. ft. in eight story brick building in g
condition.

LOCATION: Central business section on main street.

SUBSIDIARIES: All subsidiaries are wholly owned.

1. camp Bird Colorado Inc, Ouray, CO (100%). Silver, gold, lead
zinc mining. Acquired 1963, currently held for sale (inactive).

2. Madawaska Mines Ltd, Bancroft, Ontario, Canada (100%). Uran
mines. Started 1971 (inactive). ,

3. Pratt Coal Co, Salt Lake City, UT (100%). Coal rights under le
to adjoining operator. Started 1971 (inactive).

Intercompany relations: Consist of limited management services. Th
are no guarantees. Mining operations are inactive.



THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE.

"Detail Display of Corporate Data for Nevada

For: FEDERAL URANIUM CORPORATION —1o% ' Valid thru: 02/19/91

")Uz_— ésfl "SIU&’

Ttem Number: 1 - G¥? S$2u3

FEDERAL RESOURbES CORPORATION

Corp No; 11-55 Domestic Date: 01/04/1955
Corp Type: PERPEfUAL REGULAR ’
‘Incorporated in: NEVADA

Status: CURRENT LIST OF OFFICERS ON FILE as of 12/20/1990

Mailing Address..: NO ADDRESS INFORMATION ON FILE
PAgE 1 - press ENTER for next page, C for current, Q to quit:

THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE. :

Detail Display of Corporate Data for Nevada
For: FEDERAL URANIUM CORPORATION , valid thru: 02/19/91
Registered Agent Information

Registered Agent Status: RESIDENT AGENT ACCEPTED



THE FOLLOWING INFORMATION .IS NOT OFFICIAL. CERTIFIED COPIES
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE.

Detail Display of Corporate Data for Nevada ‘
For: FEDERAL URANIUM CORPORATION valid thru: 02/19/91
Registered Agent Information
Registered Agent Status;lRESIDENT AGENT.ACCEPTED
Assigned Date: 07/01/1975 . Resigned Date:
CORPORATION TRUST CO OF NEVADA
SUITE 1600 -
ONE EAST FIRST ST
RENO NV 89501

PAGE 2 - press ENTER for next page, P for prior, C for current, Q to quit:

THE FOLLOWING INFORMATION IS NOT OFFICIAL.: CERTIFIED COPIES



-

MUST. BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE.

betail Display of CorporatevData for Nevada
For: FEDERAL URANIUM CORPORATION Valid thru: 02/19/91
Officer/Director Information .

Officer/Director Count: 3
ANNUAL LIST OF OFFICERS 91 - 92 . Filed on 12/20/1990
Assigned Date: 01/19/1984 Resigned Date:

SCOTT A. BUTTERS

PRESIDENT

PO BOX 806

57 WEST SOUTH TEMPLE

SALT LAKE CITY uT 84110

' Assigned Date: 01/19/1984 Resigned Date:
PAGE 3 - press ENTER for next page, P for prior, Q to quit:

THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE.

Detail Display of Corporate Data for Nevada : ,
For: FEDERAL URANIUM CORPORATION ' . Valid thru: 02/19/91
, MELISSA C. BERKOWITZ .
SECRETARY '
34TH FL. 150 E. 58TH ST.
NEW YORK ' NY 10155

Assigned Date: 01/19/1984 Resigned Date:
JOHN W. LOSSE, JR.
TREASURER
SUITE 410

57 W. SOUTH TEMPLE
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4 - press ENTER for next page, P for prior, Q to quit:

FOLLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES

BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE.

il Display of Corporate Data for Nevada
FEDERAL URANIUM CORPORATION
er Information

Ref No: 955000110
. STATUS DATES INFORMATION

Sixty day date as of.....

Current Annual Date as of 12/20/1990
Delinquency Date as of... 02/01/1990
Revocation Date as of....
Reinstatement Date as of.

Dissolution Date as of...:

Perman’t Revke Date as of

Name Consent Date as of.. .

Latest Date as of........ ,12/20/1990-

Valid thru:

5 - press ENTER for next page, P for prior, Q to quit:

02/19/91



THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE.

Detail Display of Corporate Data for Nevada ‘

For: FEDERAL URANIUM CORPORATION Valid thru: 02/19/91
Restore Date as of....... :
Liability Status: CORPORATION HAS LIMITED LIABILITY

Original Incorporation Information

Dollar Value............: 7$2,000,000;
Par Share Count..... e T ¢

Par Value...............: .$0.010

No Par Share Count......: 0

No. of Beginning Chapter: 0.000

.No. of Ending Chapter...: 0.000

NO GAMING ACTIVITY
Corporate Purpose: MINING/

PAGE 6 - press ENTER for nekt page, P for prior, Q to quit:

THE FOLLOWING INFORMATION IS NOT OFFICIAL. - CERTIFIED COPIES



MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE.

Detail Display of Corporate Data for Nevada

For: FEDERAL URANIUM CORPORATION . Valid thru: 02/19/91
History Information : .

Number of pages filed: 0

*k%%* PREVIOUS OFFICERS LISTING *#%%%%

Previous Status.........: CURRENT LIST OF OFFICERS ON FILE
Previous Thru Date......: 12/20/1990

Previous Typ€...........: ANNUAL LIST OF OFFICERS

Previous Year End.......: 1991 :

Previous no. of Officers: 4

SCOTT A. BUTTERS

PO BOX 806

57 WEST SOUTH TEMPLE 4 .
PAGE 7 - press ENTER for next page, P for prior, Q to quit:

THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES
‘'MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE.

Detail Display of Corporate Data for Nevada
For: FEDERAL URANIUM CORPORATION - ’ Valid thru: 02/19/91
' ' SALT LAKE CITY uT 84110
MELISSA C. BERKOWITZ
34TH FL. 150 E. 58TH ST.
NEW YORK NY 10155
- MORE OFFICERS/DIRECTORS ON LIST
*kkkk AMENDMENT INFORMATION ***%%%

No; of Amendment Recs: 18



01/21/1955 OTHER AMENDMENT
CERTIFICATE OF AMENDEMENT
04/27/1955 MERGER
PAGE 8 - press ENTER for next page, P for prior, Q to quit:

THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE. '

Detail Display of Corporate Data for Nevada

For: FEDERAL URANIUM CORPORATION : Valid thru: 02/19/91
AGREEMENT OF MERGER: MERGING FEDERAL URANIUM CORPORATION, (A UTAH CORP.),
SEVERAL OTHER CORPS. INTO THIS CORP...

01/25/1956 MERGER 4
AGREEMENT OF MERGER: MERGING ELK RIDGE URANIUM COMPANY, (A UTAH CORP.), IN
THIS CORP... |

10/29/1958 OTHER AMENDMENT
CERTIFICATE OF AMENDMENT TO ARTICLES OF INC.

05/02/1960 MERGER
AGREEMENT OF MERGER: MERGING RADOROCK RESOURCES, INC. INTO THIS CORP...NAM
CHANGE PURSUANT TO MERGER...

05/02/1960 CHANGED NAME FROM
PAGE 9 - press ENTER for next page, P for prior, Q to quit:



THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES
MUST BE OBTAINED FROM THE NEVADA DEPARTMENT OF STATE.

Detail Display of Corporate Data for Nevada
For: FEDERAL URANIUM CORPORATION valid thru: 02/19/91
FEDERAL URANIUM CORPORATION '

02/22/1982 CHANGE CAPITAL
CAPITAL STOCK - WAS $2,500,000.00 - 5,000,000 @ .50

02/22/1982 MERGER

CERTIFICATE OF OWNERSHIP MERGING SOFTWARE RESOURCES, INC. (A UTAH CORP) INT
THIS CORP

11/09/1982 MERGER

CERTIFICATE OF OWNERSHIP MERGING CAN- FED RESOURCES CORPORATION (A NEV CORP
#650 67) INTO THIS CORP

03/08/1984 CHANGE CAPITAL

CAPITAL STOCK WAS: $15,000,000.00 = 30,000,000 @ $.50
PAGE 10 - press ENTER for next page, P for prior, Q to quit:

THE FOLLOWING INFORMATION IS NOT OFFICIAL. CERTIFIED COPIES
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Federal Resources

John W. Losse, Jr. Federal Resources Corporation
PRESIDENT-MINING DIVISION
57 West South Temple Suite 480

P.O. Box 806, Salt Lake City, Utah 84110

Mr. William J. Weis

U.S. Environmental Protection
Region 9, Field Operations ,
75 Hawthorne St. (Mail Stop H-8-3)
San Francisco, CA 94105

Dear Mr. Weis:

Pursuant to my letter dated June 14, 1991, enclosed please find
Federal Resource Corporation's Form 10-K for the year ended
December 31, 1990. Form 10-K's for 1988 and 1989 have also been
filed but provide no significant additional information.

Very truly yours,

FEDERAL RESOURCES CORPORATION

by

o W. Léssé, Jr
ite President

WEIS86



'SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

~Annual Report Pursuant to Section 13 or 15 (d) of
the Secuntles Exchange Act of 1934

For the Fiscal Year : S Commlsslon Flle Number 1 5021 o
" Ended December 31, 1990 - o

‘ FEDERAL RESOURCES CORPORATION
. (Exact name of Registrant as specified in its charter)

Nevada '~ - : .. 8T 0224568
(State or other ]UrlSdICthR of |ncorporat|on or organlzatlon) (I R. S Employer Identmcatlon Number) o

150 East s8th Street 34th Floor, New York New York o ) I '101.55‘ :
(Address of Prlnclpal Executive Offlces) RS . f '_ h - (Zip Code) .-

Reglstrant s telephone number |nclud|ng area code (212) 935 5033 S

Securities registere'd pursuant to SectlonA1'2',(b) of ‘theTAct'“-'

 Title of each class _' S e Name of each exchange on which reqnstered
Common Stockl $.01 Par Value . . D - ~_None . .

lndlcate by check mark whether the regrstrant (1) has filed all reports requrred to be filed by :

Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or such
; © . . shorter period that the registrant was requued to file such reports) and (2) has been sub]ect to such o
AR = ..'.‘-..flllng requrrements for the past 90 days YES . .NO X o BRSPS R SIS PRI

The aggregate market value of the voting stock of reglstrant held by non- afflllates as of -
December 31 1990 is unknown as the reglstrant s stock was not tradlng at that- date _

~ Asof December 31 1990 there were 35 358 766 shares of regrstrant s $ 01 par value Common "
'Stock outstandlng . . e _ . O "

DOCUMENTS INCORPORATED BY REFERENCE

Pursuant to General Instructlon G of Form 10- K the followrng documents are mcorporated hereln R
. vay reference : S - R e

he i ndiad o diid

A vl e T 4



. | .~ TABLE OF CONTENTS

o
3

1. ‘Business - - | : N o 3 -
2. Sropenies o | o | o S
3 Legal .Pr.oceedings o o _ | o S ' . 8

‘a, " Submission of Matters toaVote of _ ST
Secunty Holders - . . , . S S e

'PART Il

"5 Market for Reglstrants Common Equrty o U S
- and Related Stockholder Matters R, (O

6. Selected Flnancral Data = L R LR Sl

R A [Managements DlSCUSSIOﬂ and Analysls of Flnanclal A L .
L ‘Condmon and Results of Operatlons R 12

'8 Financial Statements and Supplementary Data SRR 13

9. Changes in and Dusagreements wrth Accountants on R P )
' Accountlng and Financial Dlsclosure L e e 18

'PART Ill

. 10. - Directors and Executive Ofﬁcers of Registrant -~ - L o 147

L 11 t:f'v-_:‘;Executlve Compensatlon -16

R T Secunty Ownershlp of Certaln Benefrcral - S ‘ o
.+ Owners and Management - . : SR .20

13. Certain Relationships and Related'Transactions- _ S o S _21' o
: PART IV

I 14 ' Exhrbrts Financial Stateme' Schedules and
LT e Reports on Form 8K ;




- PART1 -

As described in the Company's Amended Form 10-K for the year ended December 31, 1988,
it was delermined, in May 1989, that a material fraud relating to the wholly owned subsigiary, Kenyon
Home Furnishings, Ltd. (*Kenyon'), had been perpetuated by certain officers and employees of Kenyon
over a several yezr period. Federal Resources Corporation (*Federal* or the "Company*) had acquired
all of the outstanding common stock of Kenyon on Aprrl 29, 1988. The fraud occurred both before and
after the ‘acquisition of Kenyon by Federal.

On June 2, 1989, the Company announced that the consolidated flnancual statements of Federal
included in its Annual Report on Form 10-K as referenced above and the financial statements of Federal
included in its Quarterly Reports on Form 10-Q for the quarters ended June 30, 1988, September 30,
1988 and March 31, 1989 should not be relied upon. The financial statements of Kenyon cated April
29, 1988 and included in Federals Current Report on Form 8- K dated April 28, 1989 also should not
be relied upon

Federal ‘also announced that rts independent audrtors and the _prior mdependent auditor for:
Kenyon had informed Federal that the respective reports’of such -auditors, where applicable, on the

L foregonng frnancrau statements should not be relled upon or assocnated wnth such financial statements -

At the tlme of. the Kenyon fraud drscovery, Federal had announced lts lntentron to sell rts
common stock inierest in Mid-West .Spring Manutacturing - -Company, a subsidiary ‘engaged in the
“manufacture and distribution of specnalty springs., In addition, the Company s Board of Directors hadv '
authorized a spm—oﬁ pursuant to which its’ consumer retail business (New " ‘Generation, Inc) and its
mining operations would have been transferred to a newly formed subsidiary. "It was intended.that the -

T - stock- of. this” newly formed subsidiary . would have been drstnbuted :to the Company’s ‘common

| stockholders Had these transactions occurred, the Company’s operatlons would have consxsted solely
of the furnlture manufacturlng and dtstrlbutlng actlvmes of Kenyon )

) Because of the Kenyon fraud the sale of Mld-West Spnng on June 22 1989 and the sale of
New Generation on December 29, 1989 (as further described “herein), the follownng narrative concernlng
these dlscontlnued operatlons of the Company has been reduced in length

The 1988 Amended Form 10 K, the 1989 Form 10 K, and thls 1990 Form 10 K are belng filed
,s:multaneously .

:',”lTE-M 1 BUSlNESS

" Federal Rasources Corporatron is the successor to a Nevada Corporatlon formed in ‘°55 From
1955 to 1982, Federal was principally engaged in the business of acquiring, exploring and ceveloping
mining properties located in the United States and Canada, including uranium, lead, zinc, gold, silver,
copper’ and coal properties.: Due to adverse market . conditions that made its - mining operatlons '
- unprofitable, Federal substantlally curtailed all such operations in.1982." .Since 1982 the Company, as

* a result of certain acqmsrtrons made in 1986, 1987 and 1988, has operated in four pnncnpal business ‘-'_ _' ,
... segments: . natural resourcesw,_llght _ln_dustnal manutaqurrng, retail operations and furniture - -
- manufactunng S e : . S ke : >, ¢ B

v‘.REORGANIZATION OF THE COMPANY--DISCONTINUED O.PERATIONS




t

: vrgorously defendlng this sult .

S two tult -time ‘and two part time people were’ employed at. the Company S ofhces in Sart Lake Crty, Utah."_f'

]

1989 for $24 720 DOO Proceeds to the Company, net of M-WS Holdrng debt repayment and f{ransaction
costs, were $4,685,000 in cash and a subordinated note receivable for $1,400,000. Federa! also
received a warrant to purchase 3% of M-WS Holding’s acquirer and a warrant to purchase & additional
3% if the subordinated note receivable is not paid by December 31, 1992. As described herein, this
subordinated note receivable has been assigned to a bank in settlement of a debt of the Company.
Federal realized & gain in the year ended December 31, 1989 of $3,370,749 from the saiz of M-WS
Holding. : o ’ :

On December 29, 1989, the Company sold its consumer electronics subsidiary, New Gzneration,
inc. ("New Generation®), to a company formed by Federal's former President.and New Generation
management. Net proceeds from the sale included a $990,000 10.25% subordinated note receivable
from the buyer and the buyer's assumption of $1,100,000 of Federal's debt to a bank: Federal had
borrowed $2,500,000 from the bank in February 1989 primarily for working capital of New Generation. -
With the sale, Federal assigned a $1,400,000 subordinated note receivable to the bznk in full
satisfaction of ths remaining $1,400,000 of Federal's indebtedness to the bank. Federal reaized a gain
for the year ended December 31 1989 of $3 545, 219 from the sale of New Generation.

REORGANIZAT!ON OF THE COMPANY--lNVESTMENT (LOSS) IN UNCONSOLIDATED SUBSIDIARY: "

As prevro.xsly stated on Apnl 29 1988 the Company acqurred all of the outstandmg common '

| stock of Kenyon Home Furnishings, Ltd., in exchange for cash of $500, 000; 4,500, 000 shares of Federal -

common stock; & $4 500 000 subordrnated note payable and a $1 400 000 oblrgatron payabt:- in 1990

In May 1989 rt was determlned that a. matenal fraud had been perpetrated by certain offrcers‘

- and employees of Kenyon over a several year. penod After the detection of the fraud, Kenyon filed

"Chapter 7 bankruptcy. " The. bankruptcy trustee and ‘various law -enforcement agencies have all
documents and supporting evidential matter about the financial condition, operations and transactions
“of Kenyon. The Company is unable to obtain the necessary evidential matter to reconstruct the

.. financial statements concerning Kenyon’s -assets, Inabxlrtres and operations. : Because of the fraud,

-subsequent -bankruptcy and liquidation, -the’ acqwsmon of Kenyon. has been recorded as an
unconsolidated subsidiary. At December 31, 1988, the entire investment in Kenyon was writien off and
an estimated resarve of $495,000 was established to ‘cover estimated losses arising from the fraud and
~ bankruptcy of Kenyon. At December 31, 1989 the remaining balance of the reserve was $227,030, and
at December 31, 1990 the entire reserve balance was-utilized.. It is not known at this time what
" additional funds may be spent to cover the contlnulng lmgatlon and other costs relatrng to the Kenyon
fraud and bankruptcy :

The Company is a defendant in Imgatlon brought by the Trustee of the Kenyon Bankruptcy.
The Trustee is alleging preferential transfers and fraudulent conveyances by Kenyon to the Company
and seeks to recover approximately $1. 7 mulhon Management denies rt is liable to the Trustee and is

i

Employees of Federal

t December 31 1990 the contrnun e'rﬁploye'd:‘fto rpeopleas Tollows:

The Company beheves,that labor relatrons with .rts ‘employees are . good




Mining Operations :
Camp Bird Properties v

Camp Bird Colorado inc. (Camp Brrd) a wholly owned subsidiary of Federal, owns gold and
silver mining properties located in Ouray and San Miguel Counties, Colorado. The properi:s include
~a 500-ton per day flotation mill and related facilities, 144 patented mining claims, 13 patenizd mill site

~.claims, 149 unpatented mining claims, and the Camp Bird tunnel and underground woixings. In
addition, Camp Bird owns all of the outstanding caprta! stock ‘of ‘Camp Bird Tunnei, Mining &
»‘Transportatron Company. In the past; the Camp Bird mine: and mill has produced gold and silver in

' concentrates, togsther with varying amounts of non-ferrous metals such as copper, lead anc zinc. From

~ October, 1981 through "July 1984, Camp Bird suspended operations due to low mstal prices.
) Operatrons were reactivated on a very limited basis in July, 1984. o , '

On AUgUb-L 14, 1986, Camp Bird entered into a Iease and option agreement (the "L..ase) with
Chrpeta Mining Corporation, a Delaware corporation, Royal Gold, Inc., a Delaware corporatron and _
Ouray Venturers Inc a CoIorado corporatron (collectrvely 'Lessees) : ‘

g Pursuant to the terms of the Lease the Lessees took over operatrons of the Camp Brrd
’propertres During the Lease Period (as defined in the Lease) the Lessees paid four quarterly principal -
~ payments of $11,250 and were required to (i) pay the interest obligation of the Company’s reiated bank
" loans, (i) expend no less than $83,000 per month for exploration on the properties ang (i) pay a
minimum recoupzable advance royalty of $2 000 per month “The Lease also provrded the Lessees with
..fan optron to purchase the propertres . : . : ‘

- Oon Aprrl 22, 1990, the Lessees termrnated the Lease and Optron to purchase the Camp Bird
propemes The Camp Brrd propertres are currently for saIe o ,

. Mrnlnq Operatrons . C
Lordsburg, New Mexrco Properties —

, The Lordsburg Properties are Iocated in Hrdalgo County New Mexrco The holdings cncompass
approxrmately 12.000 acres and include.the Banner Mine patented .and. unpatented mining claims,
leases on contrquous propertres an inactive 450 ton- per-day flotation mill, and ancrllary fa:z;mes

“As of September 1 1987, the Company entered rnto a Purchase Agreement vith Westar

.Corporation, an ldaho Corporation ('Westar‘) pursuant to which Westar agreed to acquire the Lordsburg
~ properties for $1,850,000. The Company received $50,000 in cash at the closing and 240,200 shares
. of Westar restncted common stock, with a guaranteed value of $360,000. The stock was to be
registered within six months. The remainder of the purchase price was to be paid in four quarterly
" installments of $175,000 beginning March 1, 1988, with the balance to be paid, at Westar’s option, by
" (a) a lump sum payment of $740,000 (resulting in a $100,000 discount on the purchase price) or, (b)
-by the delivery of five promissory notes in equal pnncrpal amounts of $168,000, with interast at 10%_ .
. . payable quarterly begrnnrng March 1, 1989. - In addition, Federal would have been entrtleo to recerve .
. i:royames from thel operatron of the Lordsburg Properties.

- rnstallment that was due March 1, 1988 following the terms. of-the Purchase Agreement All-of the

.....

S Westar made only the rnrtral payment of $50 000 and a $35 000 partral payment on th. $175 000 '

- - cash consideration recerved pursuant to thrs Purchase Agreement was applred by Federal to rts mlnrng' L
) drvrsron bank debt_ T e s ‘ 4



on Octobe* 25, 1988, Westar filed tor protectlon under Chapter 11 of the U.S. Bankn:tcy Code
On February 7, 1990, the properties were returned to Federa! by a stipulation in the U.S. wnl/ruptcy ‘
Court, Westar tendered a quitclaim deed to Federal qurtclarmmg all noht titie, and interes "et Westar ,
. may have held in the propemes to Federal S :

: Effectrve as of September 1, 1990 Federal entered into a Venture agreement wr“* Goldfleld‘ :
Hidalgo, Inc., a Fiorida Corporation (Goldfreld) ‘The purpose of the venture is to facilitate exploration, -

* development, min.ng and milling- at the properties. ‘Federal contributed the properties to the venture o
- and Goldfield’s contribution is to provide the working ' capital and management expertise to'bring about” -
‘production from the propertres The venture operates’as The Lordsburg Mining Compzny -and is’

marketing fiux materials (which contain varying gold, silver and copper values) to smetlters in the area
~of the property. Any proceeds that Federal may receive from the Venture are pleoa~d to the‘ ,
: Company S banlfs as securrty for obltgatrons owed to the banks '

- Mrnrnq Properties - - e
' Madawaska Mrnes Propemes B

The Madawaska Mrnes errted——Consohdated Canadran Faraday errted (nov. Faradayr L

~ Resources, Inc. .CFRIY) Joint Venture ("MML/FRI Joint Vénture*) was formed in 1980 to minz; mill and - -

- sell uranium concentrates mined from ‘its properties.. The MML/FRI Joint Venture had a conract to sell . -

" concentrates to. AGIP Nuclear International, -L.td. . ('AGlP) an agency of the. ltalian govemment The
Madawaska propertres are located near. Bancroft Ontario, Canada.” Madawaska Minzs Limited

G Madawaska'); @ Canadian corporatton and wholly owned subsrdrary of the. Company owns 51% of the: -

. “MML/FRI Joint Veriture. -In March, 1982, the MML/FRI Joint Venture agreed to'end the contract pursuant. .- - L

. "to which it sold urantum concentrates to AGlP In connectron wrth the terrnrnatron of this cora:ract AGIP

“made a payment ‘to the’ MML/FRl Joint Venture, of which the. Company received $1,731,000 Cdn.
: ‘Madawaska originally” treated this’ payment as a non-taxable return of capital but Revenue Cznada.and

- -the Ontario Ministry ‘of, ‘Revenue have treated this payment. as a capital gain.~ The’ Cotupany has. .- Lo

- established reserves: totallng $944 000 for the liability of the tax’ assessment, including interest and other S

:v..,costs of $479, 00G. The MML/FFll Jornt Venture mrnrng propertres have: been under the drrec:ron of FRl s L

l:i.-‘ -since July 1982 L R T L B

Stnce Ju;) ; _1982 the MML/FFll Joxnt Venture has been worktng wnth varrous agen-zes ot the

}_'Canadran government to obtain approval of reclamation and decommtssronlng plans and, t¢' date, has
- obtained. substantial qualified approval of the reclamation of the tailing ponds and decommissioning of. : -

its mine and mill facilities. The MML/FRI Joint Venture was initially required to monitor the effiuent from
its tailing ponds for contamination . of nearby water sources for - five years from 1983. . Ths MML/FRI
- -Joint Venture -has informally agreed with the Canadian Atomic Energy Control Board to continue

~monitoring the water in the lake on the property for an unspecified additional period. - As th: manager

of the MML/FRI' Joint Venture mining properties, FRI retained at times more than $5,000,000 Cdn.-of -~ -
. the MMLJ/FRI Join: Venture funds to pay the costs’ of reclamatron and decommrssronrng D.stnbutrons .
" totaling $3,546,828 Cdn. have been made from time to time to FRI.and to the- Company, of which the

N ‘Company recerved a 51% share At December 31 1990, the’ avarlable funds to. complete the["" .,

Accordlng to the agreements that it has.entered into with’ rts‘banks Federal will try'to liquidate

‘rts |nterest in- the propertres that . are owned by the’ MML/FFlI Jornt Venture Federal will’ be entrtled to O




Lo retained a 3 6 royalty interest |n the propemes

In 1986, the Company obtained a $1'000 000 ietter of credit from its banks. The letter of credit -

~ was obtained as security for funds distributed to Madawaska and Faraday by the Joint Venture.

~Withdrawals pursuant to the letter of credit are payable to Faraday. The purpose of the letter of credit

is to fund Madawaska's share of costs associated with obtaining a certificate of decommissioning on

the Joint Venture's mine. The letter of credit terminates upon the issuance of a certificate of

decommissioning by the appropriate regulatory authority. As of June 1 1991, no draws have been
made agarnst the letter of credit by Faraday. ~

Mining Properties )

Pratt Coal Properties '

Pratt Coa! Co. (*Pratt'), a Nevada Corporatron is a wholly owned subsrdlary of Federal. Pratt
owns coal mineral rights located in Alabama that Federal believes contain limited coal reserves. The
Company has never developed this property and has no plans for doing so in the foreseeable future.
The Company'has leased the Pratt coal rights to the operator of an adjoining property and, following
_its agreements with its Banks, will apply the proceeds (if any) therefrom to the Company’s outstanding
. bank indebtedness . or, subject to the Bank’s consent to admrnnstratwe costs The Company has

' 3 ,Environmental ReguIatlon of Mming

L .certmcates from 1955 to: date o

S .busmess

, “In connection with its mining- operations, the Company must toIIow various federal, state and ‘
local provns:ons regulating the discharge of materials into the environment and other environmental

matters. . The Company- does not. expect that such compliance will have a _material impact on its

earnings or competitive position. The ‘Company made no matenal capital expendrtures for envrronmentaI,
control tacrlmes |n the tlscaI year ended December 31, 1990 :

Through its joint venture panner Faraday Resources Inc Federal is now worklng with various
Canadian government agencies on plans for decommussronrng the Madawaska propemes in Canada -
‘ (See "PROPERTIES Madawaska Mrnes Propemes) : : :

Camp Brrd CoIorado Inc has been named as a thrrd party defendant in an action tnled by the

;State of Colorado 'against Idarado”Mining. Company, Newmont Services, Ltd. and NewmontMining. .

Corporatxon under the Comprehensive Environmental Response, Compensation and Liability Act of 1980
("CERCLA"). The CERCLA claim covers alleged environmental damage to an area in Colorado drained

.. by the San Mlguel River, the Uncompahgre River and Red Mountain Creek. Camp Bird believes it has - -

. a meritorious defense as discussed in more detail below: (See 'LEGAL PROCEEDINGS - Idarado Mrnlng' AR

" Company et al. v. Th|rd Party Defendants )

lTEM 2: , PROPERTIES
Office Fac:Imes of the Company : '

°. The Company. utilizes as'its pnncrpaI executrve offices, ofﬂce space aIso occupred by BentIey .
- J. Blum and his other affiliated companres located at 150 East 58th Street, 34th Floor, New York, New

“York . 10155. The Company has no lease or subIease for th|s space and pays no fixed rental o Mr.

‘ Blum or h|s afflhates ‘ :» '_ i an

‘‘‘‘‘

The Company aléo, rents ‘on a month 10- month basus 1 088 square teet of admlmstratrve offrce {:.

space ‘on the 4th: floor of the building located at 57 West South TempIe Salt Lake City, Utah 84101.

The montth rentaI on this space is $379. " Inactive records of the Company are maintained in a nearby -T':f L
storage facility at a cost of $292 per month Much ot th|s storage vqume consrsts ot canceIIed stock_




\TEM 3: LEcaL PROCEEDINGS

- As of De:anber 31, 1990, neither Federal nor any of its subsndnanes was a party to any material
pendmg legal proceeding, except those proceedings described below: :

Cldarado Mining Company, Newmont Services, Ltd. and Newmont Mining Corporation vs. Third Party
- Defendants (sixizen entities), including Camp Bird Colorado, Inc. .

, ‘Thisthird—party litigation stems from an action filed by the State of Colorado against ldarado
. Mining Company, et al.,, under the Comprehensive Environmental Response Compensation and Liability -
Act of 1980 (‘CEF:CLA') on December 9, 1983. Camp Bird was served on September 5, 1985.

The Stat:’s complalnt alleges envnronmental damage to an area drained by the San Miguel
River, the Uncomzahgre River.and Red Mountain Creek. Drainage from the Camp Bird propetties flows
into the-Uncompzingre River at a point below the watershed in which a portion of the Idarado properties

©-are Iocated The Uncompahgre above the junction with the Camp Bird stream (Canyon Creek) is: N

acidic, pnmanty i is believed, because it drains, among other areas, Red Mountain, a natural. deposrt
containing very large quantities of acidic iron oxide. Camp Bird believes it should not be lizble for any

environmental darnage claims becatise its drainage is alkaline, and therefore tends to.neutralize to some o

degree the probliam that exists in the _Uncompahgre River. Effluent from the- Camp Bll’d mune now‘
meets appllcable enwronmentat permlt requurements wrthout treatment }

ldarado S maklng a claxm for contnbutlon toward |ts ultlmate habllrty rf any, to the State of
' Colorado ~Camgp Bird'’s attorney filed an answer to'the complaint on September 25,1985, citing various
defenses that the Company believes are meritorious.: Idarado i$ actively: defending its -position as
- primary .defendarst. .The-court severed the third party claims of Idarado for a separate trial. The court
has not ruled. on Camp Bird’s request for dismissal with prejudice, reimbursement of costs including -

reasonable attormzys’ fees: and such other: relief as the court may deem appropnate “The court has =~ "

' "conducted the iniial trial of the case against Idarado, and rendered a Memorandum Opinion and Order -
dated February 22,1988, which was adverse in. many respects to Idarado. The remediation ordered
by this ruling coricerns steps to-be taken above the confluence of Canyon Creek and the Uncompahgre

" River, and therefore ‘does not- dnrectly affect Camp Bird properties or their effluent Idarado filed a

:Bankruptcy Court for the_ Mlddle District. of North Carolina) ey

Motion to Reoper: the Record and to Amend the Findings and Judgement that contained new evidence

favorable to it and to- Camp Bird stating that metals in the Ridgeway. Reservoir, which:is. several‘miles : -

downstream fror: the confluence, are not causmg harm to’ aquatlc life as predlcted by the. State of
CoIorado in'its trial testlmony - : o

Manage..aont does not beheve that the Company will’ ultlmately incur any material Ilablhty in
connection with this case. The Company s exposure is limited to some extent by its llabllrty insurance
,coverage : : ‘ . : : :

O

'Kenyon Home Furmshings Ltd J Brooks Reitzel Jr. Trustee in the Bankruptcy for Kenyon Home |

*-_"Furnishlngs Ltd., vs. Federal Resources Corporation (Filed May 30 1990 in ’the Unrted States i

ThlS Imgmnon is: based on an ~adversary proceedlng agaunst the Company flled by the Trustee S

of the Kenyon bankruptcy alleglng preferential transfers and fraudulent conveyances by Kenyon to the :
- Company, and. seeks to recover amounts totallng approx|mately $1 7 mnlhon The Company has denled'_,; R

itis liable to the Frustee and-is vngorously defending thls suut




The Comuany has asserted its nght to a ;ury trial in this proceedrng and the Unned States -
District Court for the Middle District of North Carolina has withdrawn the case from the jurisdiction of
“the Bankruptcy Court. -The Company believes it has meritorious defenses to the Trustee's ‘claims; -
“however, littie discovery has been underntaken in the adversary proceedrng and therefore the Company .
is unabfe at thrs t,rne to assess rts outcome

: Westar Corporatron vs Federal Resources Comoratlon

There is a drspute pendrng in the Unrted States Bankruptcy Court District of Nevada, in whrch

R Westar Corporation, the bankrupt ‘debtor, contends entltlement to a -small royalty on production from

“,,the Company's Lordsburg;, New Mexico properties. ' The claim of a royalty arises out of an earlier
-agreement betwe=n Westar and the Company. (See 'BUSINESS Mining Operatnons--Lordsburg, New .

Mexico Properties.) It is the Company’s position that the royalty ' was extinguished in the said .-

"bankruptcy prOCcedrng when the United States Bankruptcy Court lifted -the stay on the Company’s

i efforts to terminate its agreement with Westar.due to non-performance.  Although the agreement with
" Westar.was terminated, Westar is .asserting a nght to the said royatty. - The royafty issue will be the

":-sub]ect of future proceedlngs in_the Nevada court. The. Company beheves that rts posmon is
mentonous and " wrll defend agarnst Westars clalm to the roya!ty : : SR

CTEM A SUBMISSION OF MATI'ERS T0 A VOTE OF secunmr HOLDERS

B f Not applrcable




-~ PART Il

ITEM 5:© . MARKET FOR REGISTRANT’S COMMON EQUITY AND RELATED STOCI\HOLDER
MATTERS

Market Price Intormation

" Federal's $.01 par value Common Stock is traded in the -over-the-counter market. As of
.December 16, 1986 the Company’s Common Stock was listed on the NASDAQ System. Trading in the
Company's Common Stock was suspended on May 25, 1989, after the-discovery of the matzrial fraud
at the Company's Kenyon Home Furnishings Ltd. subsidiary. It is expected that trading of the
Company's Common Stock in the over-the-counter market will resume after the Company becomes
current in_its financial statement and report ftltngs wrth the Securlttes and ‘Exchange Comr—ssswn

. The foltowrng table states the htgh and Iow btd quotatrons for Federals Common Stock as
reported by NASDAQ for the fiscal.years ended 1990 and 1989. The quotations as reported by
~ NASDAQ refiect inter-dealer quotations wrthout reta|l mark -up, mark- down or commtsston and may not -
. represent actual transactrons ‘ : : .

. Fiscal Year Ended December 31 1990 .
- First  -Second - .Third  Fourth- o
- Quarter . ~‘Quarter Quarter Quarter N

High: -~ $ NA © $ NA. $_ NA - $ NA
low. . S NA C SNA S NA S NA
Fiscal Year Ended December 31, 1989

" First Second _ Third Fourth
_"Quarter Quarter Quarter Quarter

CoHigh' s 75 s FYRER NA  §NA -

Low: $ 50 853 CSNA L SNA
- NA = Not Available (See Below)

. The quotattons as reported above for those penods in- 1989 reflect penods before the dtscovery’ g
of the Kenyon fraud and the sale of the Mid-West Spring Manufacturing Company and New Generation,

o) . Inc. substdtanes ‘These quotations. do not reflect the impact on market price resulting from the fraud~ RS

stock has not been publlcly traded

-approxnmately 13 OOOA:shareholders ot record

- 'and ‘sale of operatmg subsrdranes Aftterthe Kenyon fraud drscovery in late May 1989 the Company s e Ll



Dividends : A |
' Federal has not paid a dividend on rts Common Stock ounng the last three fisce! years, and
the Company does not expect it will pay a dividend in the foreseeable future. (See "Mz agement’s
Discussion and Analysis of Financial Conditions and Results of Operations.?) In addition, trie payment
of dividends is subject to certain restrictions imposed by the Company’s debt arrangemerzs.

Transfer Agent and Registrar : - : _
' The Company’s transfer agent is The Bank of New York The Company acts as its own
registrar. o

ITEM 6: ._'. SELECTED FINANCIAL DATA

The following table sets forth certain selected financial data for Federal and its consolidated -
subsidiaries for the fiscal years ended December 31, 1990, 1989 and 1988. For further information
. refer to the audiied ftnancral statements and the notes thereto contamed elsewhere herein.

Years Ended." C

12/31/90. - 12/31/89  12/31/88 .
Reverives .. . . . . '$. 4000 8§’ 596000  §'687,000 -
" Income (Loss) - o . |
~ from Continuing : T N
Operations . . . . -$(1,034,000): - '$ ‘(J2,5'22.,000) $(1 934 OOO)
Net Income (Loss) . . $(1,034,000) . $ 1,216,000 - $(5 073 000)
o lncome (Loss) per . | o 1 :
- share from Conttnumg S e oL e
Operations - S - § (02 - % (07) . $ (06)
S Net~'|hc6me _(‘L"oss)," e ST
Per Share . . - 8 (02 $ 04 . § (19
Total Assets © $3027,000 § 4,277,000 $11,780,000
" Long-Term o s - . V .
“ Obligations ~~ ~ -~ $1,980,000 § 990,000 $ 7,531,000

L No dwndends were- pand to shareholders |n the years ended December 31 1990 1989 and 1988 3
’See'above as. well as Note 2-to the financial statements regardnng the acqunsntlon of businesses in .

:subS|d|ary, »and the sale of the Mtd-West Spnng and New Generatron subsidiaries. .

_+/"1988,:1987 and. 1986,.and the':subsequent discovery of fraud ‘at the Kenyon" Home Fumlshlngs“f'.i:'



"ITEM 7' : MANAGEMENTS DlSCUSSlON AND ANALYSIS OF FINANCIAL COND!TION AND
' RESULTS OF OPERATIONS

o

" Results of Operahons ‘ . _
‘ Revenue for the year ended December 31 1990 ‘was $4 000. Revenue for the fiscal years
ended December 31, 1989 and 1988 was substantially equal, $596, 000 during 1983 and $587,000

"during. 1988. . The decrease in revenue dunng 1990 when compared to the prior two years is a result L

of Iower |nterest rncome and from the termrnatron of the Iease on the Camp Bird properties.

: Genera. a’rd admrnrstratrve expenses ot the Company were 3526 000 $843 000 and $1, 298 000
-~ for the years ended December 31, 1990, 1989 and 1988 respectively. The continuing decrease from

1988 through 1920 is due to lower office rental and administrative costs, the lack of audit fees and a

shareholder .expsnses in 1990 and 1989 as a result of the Kenyon fraud, and to the lack of debt o
‘offenng costs rn :990 and 1989 whrch were rncurred in 1988 : :

Drscontm.red operatrons recorded a Ioss of $3 178, OOO in the year ended December 31,1989

and a Ioss of $3,139,000 in the year ended December 31, 1988. - As detailed in notes 2 and 11 to the -~

- financial statements -and elsewhere in this Form 10K, $2,821,000 of the loss from discontinued -
‘ “«_’foperatrons in the period ended December .31,.1988 is-due to the fraud and subsequent bankruptcy of

- the'Company’s Kenyon Home Furnishings, Ltd. subsidiary. - Kenyon was acquired by the Company on: L
~ April 29, 1988. - The 1989 loss from drscontrnued operatlons |s pnncrpally due to Iosses generated at -

o fr,,the Companys New Generatron subsndrary
e _ The $6 916 000 garn from drsposal of drscontrnued operatrons net’ of income taxes recognrzedv o
e i 1989 is from the" sale of the, Mid- West Spnng and New: Generatron subsrdranes during 1989, “The

;was, $3 545 000

R The Company reponed a loss on exchange of assets of $706 000 dunng 1989 due to the sale' o
‘_:ot the Companys rnvestment rn Krng Loune Enterpnses R S : -

' ""',‘V‘Ligurdrty and Souirces of Caprtal

- Aand $(2 286, 000\ -at.December 31, 1988. The working: ‘capital’ improvement dunng 1990 is due to .
. settiement of some trade accounts payable: and ‘to the fundrng of- working " capital during 1990 by
o }"Bentley J. Blum. The working capital rmprovement durrng 1989. when compared wrth 1988 1s a result
P of‘the sale of thedrscontrnued operatrons in frscal year 1989 ' : C Wi

R - -quurdrty requnrements of the Company since 1983 have been Iargely met wrth Ioans to Federal
v-made by Bentley J. Blum. See *ITEM 13: CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS.* ,

. Meeting future workrng capital requirements is expected to require Mr Blum’'s contrnued mvolvement'
~and wrlllngness to advance funds to the Company ‘

Dunng the frscal perrods covered by this repon contlnurng operatrons of the Company made

- -operations. -

: e of Federal s current flnancral condition. ,nd ‘u to restnctrons |n the Company s deb
arrangements the Company has no plans to pay drvrdends in’ the rmmedrate futur :
1990, substantral‘ry all of the Company,s net assets were restncted :

|mpact of rnﬂatron,before semng pnces

' gain recognizéd trom the saIe of Mid: West was $3,371; 000 The garn from the sale of New Generatron i R

“Working capital was. $Q1, 682 OOO) at December 31 1990 $(1 905 000) at December 31 1989 o

no caprtal expendrtures The Company has no plans for caprtal expendrtures -at its contrnurng L



ITEM 8: .FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The following consohdated flnancral statements of Federal Resources Corporatron and subs;u:arres are
rncIuded in item 14 (a) (1)

, Report of Independent Auditors

. ConsoIrdated Baance Sheet - as of December 31, 1990 and 1989 '

: 'ConsoIrdated Statements of Operatrons years ended December 31, 1990 1989 and 1988
) Consolrdated Sta‘ements of Stockholders Equrty years ended December 31, 1990, 1989 and 1988

. ConsoI|dated Sta-ements of Cash Flows - years ended December 31, 1990 11989 and 1988

. ,_"Notes to Consohdated Flnancral Statements

‘The foIIowrng consolrdated frnancraI statement scheduIes of Federal Resources Corporatron and -
'subsrdranes are mcluded in Item 14 (d) : o

Schedula 1V - Indebtedness of and 'to Related Parties;Not Current .
Schedule V - Property, PIant and Equrpment

Schedule VI - Accumulated Deprecratron DepIetron and Amomzatlon of Property PIant and B
Equrpment ’ , »

Schedule X Supplementary Income Statement Informatron
Al other schedulas for WhICh provrsron is made in'the appIrcabIe accountrng reguIatlon of the Securmes' f

- : and Exchange Commission are not requrred under the reIated rnstructrons or- are rnappltcable and .
) ~:,therefore have been omrtted o . . :

TEM 9: CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
- ~ FINANCIAL DISCLOSURE

o ‘As dlscIosed in the Company s Form- 8 K filed December 28, 1990 and amended by Form 8
"Filed March 6, 1991, the Company changed its Certifying Accountant on December 18, 1990. The -

. change was made due to the Company s desire to retain a firm that would provide the Company with

. an audit of its fi nancial statements at a more competrtrve cost to the Company Thls was necessrtated' o
.'_l'iby the Company S current fmancnal condmon : e . . '




PARTju

ITEM10 _ DIRECTORS AND EXECUTIVE OFFICERS

~ The foliowing table and wntten addendum sets forth the names-and ages (as of the fi Hng date _
. of this! Form 10-K) of all directors "and executive officers of. the Company, all persons chosen or .
© nominated to bé executive officers; all positions” and offices with the Company held by each- such "’
' persons, the period during: ‘which such ‘persons have served in such capacmes and the busnness’ R
; experaence of such persons dunng the past flve years

: Co T T S Dlrector
.- Name - Age ~ Postion . . : = Since
‘Bentley J. Bum -~ 50 .- Chairman of the Board - 1984

<" 'John W. Losse, Jr. = 75 - ._Vlce Presndent BESTREER 174 EEE
oD o0 Treasurer, Dlrector ‘ PO

"+ (Resigned as Director in -
December 1989) j

R

- Susan. G. Rosmarin =+ 36" . Vice Presndent :
,, e Tt v..General Counsel and
P '_Secretary

: (Resngned in January, 1990)_ -

o Andrew Bolt | 34 ,v',l.Vnce Presndent Finance - o
O o e (Resngned in May 1990) :

'1Mehssa C Berkothz‘il 43 '”Secretary, Dnrector ' ‘-¢ e 1 990'

"""Scott A. Butters . 35 'Preszdent Dlrector ' e 1990.':'




Bentley J. Blum. Wr. Blum was appointed to the Board of Directors in 1984 and was elected
Chairman of the Board in 1989. Mr. Blum, for more than fifteen years, has been actively engaged in
real estate acquisiiions for his own account and is currently the sole stockholder and director of a
number of corporztions that hold real estate and other interests. - In addition, he is the sole stockholder
of Springfield Oil Services, Inc. a company providing oil field services in the United States and North -
- Africa. Mr..Blum is also a director and principal shareholder of several other corporations engaged in
.-, various business- activities, including Commodore Environmental- Services, Inc., a publicly traded -
.. _corporation engaged in oil and gas development and in real estate, and North Valley Development
Corporatlon a real estate. company : .

'John W. Losse, Jr Mr. Losse had been a Director of the Company since 1971. He resigned
--as Director on December 22, 1989. Mr. Losse had been Vice President, Chief Financial Officer and
.- Treasurer of the Company from November 1986 until August 1988. Currently, he serves as Vice ..
L Presndent Treasurer Assrstant Secretary and Presndent of the Mlnlng Division of the Company ‘

_ Susan G. Rosmann Ms. Rosmann was appornted Vice President, Secretary and General'
Counsel to the Company in August 1987. She also served as Vice President, Secretary and General -
~ Counsel to Commodore Environmental Services, Inc, a publicly traded company controlled by Mr. Blum. . -~ .
-~ For the precedrng Six years Ms. Rosmarin had been engaged in the practice of law in New York. Ms. .. . "
"~ Rosmarin was associated with’ the law firm of Bangser & Weiss, then counsel to the Company, before
" becoming employed by the Company Ms. Rosmarln resngned her posmons w4th the Company in -
' ;~January 1990 S A : .

. J Andrew Bolt Mr Bolt was appomted Vrce Presndent Flnance in August 1988 Pnor thereto o
. Mr Bolt was a Senior Manager with the accountlng firm of Ernst & Whrnney Mr. Bolt reslgned hlS '
) pOSlthl‘l ‘with the Company on May 4, 1990 o . :

. Melissa C. Berkowntz Ms Berkowrtz was appornted Assnstant Secretary to the Company in ..
- March 1987.  For over the past five years Ms. Berkowrtz has held a number of _positions including Vice . .
President of Investor Relations of the Berkshire Coal Corporatron a management company controlled .
by Mr. Blum.  On August 15, 1990, Ms. Berkowitz was appomted to the Board of Dlrectors of the
Company and named to the posrtlon of Secretary :

. L Scott A Butters Mr. Butters has been an employee of the Company from 1980 through 1985, ‘

' ‘-and again from 1986 to’ ‘the present. He has held successive positions as Accountant, ‘Assistant
Controlier and Vice President-Administration. Mr. Butters was the Assistant Secretary and Assistant
Treasurer of the Company from May 1986 to August 1990. For the period May 1986 through November "
1986 he also served on the Company’s Board. On August 15, 1990, Mr. Butters was named Presndent '
of the Company and appointed to the Board of Dtrectors : S o

“To the best of the Company s knowledge and belref none of the drrectors or executive offlcers B
~are a ‘party to any material proceedings adverse to the Company or any of rts subsrdlanes or. has a,‘- B
-,materlal lnterest adverse to the Company or to any of rts subsndlanes ,‘ - . ;

. "'understandlng between any of the persons listed |n the precedlng table and/or- with any- other person
.oor persons followmg Wthh he |s or-was to be selected as an. otflcer or: drrector L : '




ITEM 11: _EXECUTIVE COMPENSATION

- The followrng table shows the cash compensatlon paid or-accrued by the Company during the A
twelve months ended December 31, 1990 to (i) all executive officers of the Company whose total cash -
compensation exceeded $60,000 and (i) all executive officers of the Company as a group.

Name of Individual _ S o '~ Cash ‘
or Number in Group - " Current Position .~ Compensation (1)
'.John P Kotts ' President and Chief

Executive Officer; - .
(Resigned December, 1989) - § 117,000

,John'W.'Losse, Jr. _ Vice PreSident; Treasurer , ' g 60,456

All executive officers as a group (4 persons e :
. including the named individuals) - T -8 261,945'

: (t ): lncluded in this column are salaries pald or accrued during the year endrng December 31 1990
“and- cash -bonuses -or deferred compensation paid ‘or accrued for servnces rendered"in all
. capacmes to the Company dunng the last. trscal year :

Employment Agreements wlth*Officers

‘ John W Losse Jr. entered tnto a three year employment contract, effectrve as of January 1
. 1984, followrng -which Mr Losse was -employed as Vice President- Fmance and Treasurer of the
. Company on a full time basis. Mr. Losse has primary operatrng responsibility of the Mining division of |
the Company and received a base salary of $60,000 per annum during- 1990. Following the three year
employment agreement, Mr. Losse agreed that all deferred compensation otherwise payable to him
under his prior employment contract will be limited to a maximum of $300,000, payable at $30,000 per
* year for ten years commencing upon his retirement from the Company. As of December 31, 1990, a "
~ total of $264,000 of salary and other remuneratlon payable to Mr. Losse has been accrued and wrll be
B pard to him at a future date. :

_ Eﬁective August 1, 1987, Susan G. Rosmarin entered into a two year employment agreement
following which ‘Ms. Rosmarin was to act as Vice President, General Counsel and Secretary of the .
Company. - Pursuant to the agreement, Ms. Rosmarin was to receive an annual base salary of $25,000.
plus a bonus of -at least $5,000. .Ms. Rosmarin was also to receive customary fringe benefits
_(hospitalization, major medical and life insurance) equivalent to those granted to other senior executives
employed by the Company.  Ms. Rosmarin was also granted options to purchase up to 25,000 shares :

- - - of the Common Stock of the Company’ (See 1983 Stock Option Plan; Stock Option Summary) ‘Ms. ..

ST ‘Rosmarin’s . employment ‘agreement- and option - to purchase common stock ot the Company were
Lo termrnated upon her resrgnatron m January, 1990 - S

- Effectrve August 22, 1988 Jo Andrew Bolt entered rnto a three year employment agreement
: vf’:xfollowrng whrch Mr.-Bolt.was to serve .as Vice President- Finance ‘of the ‘Company. ‘Pursuant to the

{agreement Mr. Bolt was to recéive an annual base salary of $90, 000 sub;ect to annual review." ‘Mr. Bott”

- ..was also_ to receive. customary fnnge benefrts (hosputalnzatron major ‘medical . and-life msurance)

; fequtvalent to those granted to_other executr offlcers employ"d by the Company Mr Bolt was also




granted an option to purchase 100,000 shares of the Common Stock of the Com.pany ('See' *1883 Stock

Option Plan;: Stock Option Summary®). Mr. Bolt's employment agreement and option to purch_ase
common stock of the company were terminated upon his resignation in May, 1990. ,

1983 Stock Optien Plan

The Compazny’s 1983 Stock Optlon Plan (the *1983 Plan®) was approved by the sha 'eholders
at the 1984 Annuzl Meeting. The 1983 Plan is designed to provide an added incentive for effective -
- service and high levels. of performance to participating key employees of the Company by affording

’ _ them an opportunity to increase their proprietary interest in the Company’s success through increased

stock ownership. Options granted under the 1983 Plan may be incentive stock options, as defined in
 Section 422 A of the Internal Revenue Code, or non-gqualified options. The 1983 -Plan has been
amended to conform with applicable provisions of the Tax Reform Act of 1986. The maximum number
~ .of shares of the Common Stock for which options may be  granted under the 1983 plan is 3,000,000
* shares (subject to adjustment if a stock dividend, stock splrt or other change in the corporate structure
occurs) : . S _ .

' The 1983 Plan may be administered by either the .Board of Directors or:a ‘stock ‘option” "
. committee consisting of three members of the Board of Directors (the *Committee’). The Board of .
Directors ‘or, if acting, the Committee has the authority to select optionee, to decide whether certain

4 options are to be incentive stock options or non-qualified stock options, to establish the number of

shares and other terms apphcable to each optlon and to construe the provrsrons of the 1983 Plan

The optlon price per share wrth respect to each optron is determlned by the Board of Dlrectors

- _or the Committee but cannot .be less than the fair market value of the common stock of the date of e

- grant or less than the.par value of the common stock, whichever is greater. The option price-is payable -’

- in cash.or the Board of Directors or the Committee may grant the option holder the right to exercise

" the option in whoie-or in part by delivery of shares of common stock. If common shares are tendered -
for payment of the purchase price, the value thereof is.deemed to be the fair market value of such

S common shares on the date of tender. - The period of each option is fixed by the Board of Directors -

"% l.case of a disability termination, at any time within six- months after the date of his death | or the date of,

:' .at the time.the option is -granted, .owns -directly or tndrrectly more, than 10%. of the total combined . .

.. ... of the .common shares on the date such option is granted and ‘such. optlon by its -terms, isnot

or the ‘Committes, but in no event may it be longer than 10 years Optlons granted under the 1983
Plan are nontrans‘erable .. . , R T '

lf an opt ionee’ s employment termlnates for any reason other than death or dlsablllty terrmnatron o
. the optlonee ‘may exercise: his option to the extent exercisable, upon the  effective date of such .-
.. -termination or within three months’ after the termination of his employment provrded however, that if
. his: employment shall be termlnated either (i) for cause or (ii) without the consent of the Company, the
- options (to the exient not previously exercised) terminate |mmed1ately In no event shall any optlon be

‘ exercrsable after the explratlon of the term of such optlon ,

_ O f an ‘opuo‘nee dies while he is employed by the Company or within three months after - -
- - termination. of his employment (unless such termination was for cause or without the consent of the A

- Company) or his employment is terminated. as a result of a “disability, the option may be exercised, to .. -
the extent exercusable on the date of his death or the date of the drsabllrty termination, by his executor, -
-administrator or other person at the time_ entrtled by law to the nghts under the. option,’or. by him in the

o ‘the dlsabrlrty termrnatlon but rn no event after the explratron of the term of the optuon

Notwrthstandlng the foregomg, no |ncent|ve stock optron may be granted to any employee who .

classes of stock of the Company, unless the purchase price is'at least 110% of the fair market value -~ -

€ exercrsable after the exprratron of frve years after the date of grant



With respact to incentive s'to'ck options granted after 1986, the total fair market value
(determined as of the date that the option is granted) of the shares for which such options may be
exercisable for the first time in any calendar year, may not exceed $100,000.

The 1983 Plan may be amended or terminated at any time by the Board of Directors of the
Company (i) without further approval of the shareholders if such amendment or termination does not . .
. depart substantially from the terms of the Plan with respect to any optionee and (i) without the approval . -
‘of a majority of the issued and outstanding shares of common stock if such amendment, termination
or alteration does not increase the total number of shares of common stock which may be issued under
~ the 1983 Plan, change the eligibility- requirements for individuals entitied to recerve optrons under the' '
1 983 PIan or extend the term of an optron beyond ten years. ' a

- Any shares subject to options that, for any reason, expire or are terminated unexercised as to

such shares, become available again for options under the 1983 Plan. The Company reserves the

. right to terminate an option with the optionee’s consent and to substrtute one or more optlons W|thu
. drﬁerent terms and conditions, rncludrng a lower optlon price. — '

] Nothrng in the 1983 Plan shall prohrbrt the’ grant of both .incentive stock optlons and non-
qualrfled stock options to one employee; provided that incentive stock options:and non-qualified stock

. options shall not be granted in a manner whereby the: exercrse of one mcentrve or non- qualrﬁed optron
~affects the ability to.exercise the other. o ‘

_ ln August 1987 the Company granted to Susan G .Rosmarin, then Vrce Presrdent, Secretary .
and General Counsel to .the Company, a five-year. option to’ purchase 25,000 shares of Company
~“Common Stock under the 1983 Plan. - These options could have been exercised at any time from
September 1, 1987 through August 31, 1992 at an exercise. price of $1 .25 (the closing bid price as at .
. the date of grant of the options). -As Ms..Rosmarin resrgned from her position in January-1930 and-did -
" not - exercise ‘these optrons within the three months allowed under the 1983 Plan, thlS grant has o
terminated. - - : : S . S

. 1981 lncentive Stock Optlon Plan

The Company s 1967 Oualmed Stock Optlon Plan was superceded by its 1981 lnce'mve Stock
Option Plan (the *Plan*). - As of December 31, 1990, options for 300,000 shares of Common Stock were
available for-grant under this Plan. The Plan. is intended as an incentive to encourage ownershlp by -
eligible key employees of shares of the Company’s Common Stock, thereby giving them an rncreased
. personal rnterest ‘as well as propnetary interest, in the Company s success.

" The terms and exercise provrsrons of options granted under the Plan are frxed by the Board of .
‘ Directors. Options granted under this Plan are not transferable and are subject to ad;ustmen‘ to reflect
- stock splrts stock drvrdends mergers and consolldatrons , e o

T Effectuve as of November 30 1988 the Company granted to Scott A Butters, ,then Vlce o
Lo '.‘Presrdent Admrnlstratlon Assrstant Secretary “and Assistant *Treasurer of ‘the Company, 4 five ‘year .
. option to purchase 100,000-shares of the Company S Common Stock at-an exercise price of $. 46875 -0 " L.
- . per share, :The Company also granted as of August 22, 1988, 10 J. Andrew Bolt, ‘then Vice' President- - L
..+« Finance, a five year option to, purchase 100,000 shares of the Company s common stock at an exercise .=+’

1 price -of $.625 per share.- ,The exercise: price :of:the options- granted -to Messrs. Buttérs “and ‘Bolt
'represent the. closrng bid prlce as at the date of the grant with respect ‘to.each optron As Mr. .Bolt

SR resrgned May 4, .1990.without exercnsmg hlS option, said option has termlnated;




Stock Option Summary

The follov.mg table sets forth centain information with respect to all executwe officers as a- group
relating to: (a) the number of shares subject to options granted during the last fiscal year; (b) -the
number of shares.acquired through the exercise of options; (c) the net value realized durmo the last
fiscal year upon the exercise of such options; and (d) the number of shares subject to all unexermsed
options held as of December 31, 1990. - :

T ‘ : ' o o All Executive
‘ : : - ‘ ' Officers A
as a Group
Granted: .
‘Number of shares
- Average per share . .
option price - - . . ' N
" Exercised: . : o c
Number of shares T -
Net value realized - P ' i
Unexercised at
©12/31/90* . L . S
" Number of shares -, SR 100 000 .
‘Average per'share . . L
option price -~ o IR $46875

The Company S Common Stock was not tradmg at December 31, 1990 due to the Kenyon fraud
- and Iack of funancsal mforma’uon for mvestors to Ull|lZ€ to make mvestment demsuons
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ITEM 12:  SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The foll‘oa.t.féng table sets forth certain information as of 'June 1, 1991 about the beneficial ‘
ownership of Common Stock of the Company of (i} each individual known to the registrant to own more
than 5% of the vot ing securities; (ii) each director of the Company, and (iii) all directors and offrcers as

. a group :

Name and Addrezss of Amount and Nature of “ Percent of
- _Beneficial Owner Beneficial Ownership . _Class

Bentley J. Blum 20,000,000 (1) ' 56.5%
" 150 East 58th Strzet :
34th Floor
" New York, NY - 10155

John W. Losse, Jr. ' - 120,200 o 3%
57 West South Temple ' I ‘

... 4th Floor
- Salt Lake Crty ut 84101 o

- Melissa C. Berkowitz: o -
- - 150 East 58th Street ‘

-~ 34th Floor '

- New York, NY -10155

. Scott A. Butters . . .100000°(2) o U8% o e
'57WestSouthTemple T P P T

..~ 4th Floor . S

_Salt Lake City, UT 84101

- All drrectors and offrcers _
" as'a group (the & above IR fo o
named individuals) . . - 015,220,200 () .'1'57 1% -

: Kenneth M. Kochek‘ian' 4,500,000 1(:'3) T .  ’12 7%

307 Cascade Drive -
High Point, NC 27260

) .'Includes 5,000,000 shares owned dlrectly by the Blum Famrly Trust an entrty for whrch Mr Blum B AR
© serves, asa trustee ), Ll : o

(2) "f.?"f'lncludes shares subject to qualrfred stock optrons whrch may be exercrsed wrthln 60 ays ‘

‘11(3') | 'The Company has frled surt agalnst Mr Kochekran to recover these shares (See 'BUSINESS i o
REORGANIZATION OF THE COMPANY—-INVESTMENT (LOSS) IN : UNCONSOUDATED.-
S .~_SUBSIDIARY ) = St e = R
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'ITEM '-13' o CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS - ‘

Transactions between the Company and Bentlev J. Blum

- Mr. Blum is the President, a director and the sole shareholder of corporatrons that since Apr;!
1983, have made several loans, loan guarantees and advances to Federal. Before October 27, 1986,
corporations owned and controlied by Mr. Blum (including CHH) loaned a total of $6,071,839 tc Federal
(inclusive of accrued and unpaid interest of $1,121,896). On August. 14, 1986 with the lease of the
Camp Bird properties (see *PROPERTIES - Camp Bird Properties), CHH entered into an agreement with
Camp Bnrd that extended the repayment date of the obhgatrons to CHH to January 4,1990.

‘With the October 1986 ‘acquisition of Mid-West Spnng, Mr. Blum agreed to exchange the
$4,949,943 prrnccpal amount of debt of the Company to Mr."Blum and certain of his affiliates, for
4,949,943 shares of 10% cumulattve and participating Series A non-voting, non-convertible, non-
redeemable Preferred Stock of the.Company. On January 19, 1989 the térms of the Preferred Stock
were amended to subject such shares to mandatory redemption upon the earlier of (j) the sale or other
_disposition by Federal, or any affiliate of Federal, of 100% of the common stock owned by it of M-WS
‘Holding and/or Kenyon to an unrelated third party; (ii) ‘the sale or other disposition by M-WS Holding -
- of 100% of the common stock owned by it of Mid -West Spring to an unrelated third party; or_ (iii) a
merger .of Federal with-and into an unrelated third party whereby (x) control of Federal's Board -of
‘Difectors and ‘the right to vote a majority of Federal's common stock" passes to an unrelated third .
party, and (y) the shareholders of Federal prior to such merger (including Mr. Blum) receive .cash -
_consideration with such merger. This mandatory redemption provision of the preferred stock was
rescrnded by actton of the Board of Dlrectors on August 21, 1990 effectrve as of June 22 1989

on June 21, 1989 the pnncrpal balances of various advances and notes from Mr. Bium and e

his affiliates totaling $3,441,029, including accrued interest - totahng $295,143 was patd to Mr Blum :
_ from proceeds the Company recerved trom the sale of Mid- West Spnng

A At December 31, 1990 the Company had an outstandlng balance owed to Mr Blum and h|s

" affiliates of $645,637, representing cash advances made to Federal by Mr. Blum and-his affiliates; a -

~"balance of $82,500, representing advances of services and other overhead charges for- the benefrt of
'the Company, and accrued mterest on these advances totalhng $35, 889

In connection with the Companys acqursmon of New Generation, Mr Blum personally -

guaranteed 50% of the guarantor obligations of Federal under convertible notes aggregating $1,000,000 -

issued by New Generation to the former stockholders of New Generation. Mr. Blum was paid $2, 500
for his guaranty during 1989. . The Company has indemnified Mr. Blum for any Irablllty in connection
WIth this guaranty ' B .

- On Apnl 29, 1988, srmuttaneously with the closrng of the Kenyon acqursmon Mr. Blum and Mr. f
Hannesson- guaranteed a portion of the Kenyon revolving term loan (the amount of the guaranty wasA
-based on the preacquisition earnings of Kenyon) pending completlon of an audit of the financial

" statements of ‘Kenyon Home Furnishings, Ltd. . Such guarantees terminated by their terms upon the.

dehvery of the. audit report "However, as’ disclosed above and in_Notes 2 and 10 to the financial

' statements,in- May 1989, ‘the’ Company drscovered that a. materral fraud had been occumng at the -
‘.,Kenyon subsidiary for a penod of time before and. after Kenyon S acqu1smon by Federal ‘As-a result -

" of the fraud drscovery, Kenyon’s’ prior * auditor’s -opinion’ as “well as ‘the -audit. “opinion*for an ‘audit: < -

: 'conducted after Kenyon s acquisition by Federal were revoked. -Mr. Blum and Mr..Hannesson were pald

- .1~ a total of $37,000 for their guaranty. In: addition, Mr.: Blum’ provided a. separate guaranty of the R

'repayment of up to $500 000 related to- excess drawdowns ‘over the. Kenyon revolvmg loan Emit. ‘Mr." S

,'V';I‘L;Blum was pard $2,500 in 1989 for his. guaranty The Company ha
" Hannesson for any Inabllrty in’ connectron wrth their guarantees

indemnified, Mr. Blum. and Mr -




_ Mr. Blum turly guaranteed the repayment of a note payable to a bank m the prmcz::l amount
of $2,500,000. .He was paid a fee of $12,500 in 1989 for his guaranty. The note was parc & full with
proceeds received from the sale of Mid-West Spring in 1989

The Company paid Mr. Blum $38,500 in 1989 in consideration of his acceptznce of a
.subordinated promissory note and interest payments-at less than the then market rate in connection
with 'a $1,400,00G loan by him to' M-WS Holding. - Such loan was made with the acquisticn of Mld- :
West Spring and was paid in full from proceeds received from the sale of Mid-West Spnno

‘The funds advanced by CHH and other Bentley J. Blum affiliates have been used to maintain
properties; pay interest and principal .on Federal's pre-acquisition indebtedness; facilitate certain of
the acquisitions consummated in 1986 and 1987; pay accounts payable and other accrued expenses;’
‘rehabilitate the Camp Bird mill and expand tailing storage capabilities; pay legal fees associated with

© - various litigation with in the Company is Involved and marntarn an admrnrstratrve staff at the Company s
headquarters . , o L R :

PART |V

'ITEM 14 EXHlBlTS FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8K

’(a) () Financial Statements and Exhrbrts The followrng flnanCIaI statements are mcluded n Item 8 oI

thrs report
() - - Consolidated Balance Sheet - .
. (@) - . - “-Consolidated Statements of Operations ‘ ]
Sy - <Consolidated Statements of Changes in Stockholders Equrty
“(v) © - - :Consolidated Statements of Cash Flows 5 R
Sa1 \') I l_v-Notes to Consohdated Financial Statements

: '.(a) [} Financial Statement Sch'edules The foIIowrng flnanCIaI statement schedules are |nclur‘ed in Item.
- 8 of this report: : 4 v . .

SR () SRR -_ﬁ;ScheduIe v - lndebtedness of and to Related Pames--Not
[ : . Current . :
@ Schedule V - Property, Plant and Equrpment
(iip) ~ Schedule VI - Accumulated Depreciation, Depletior and
: ' Amortization of Property, Plant and Equipment ‘
(iv) o 8 ' Schedule X - Supplementary Income Statement lnrormatlon

_(a) (3) Exhrbrts The followrng exhlbrts are frled as part of thrs report

‘. ‘ - A( ) Exhtbrt Number Pursuant to Item 601 of Requlatron S K

‘ .-Restated By Iaws of the Company (1) -
.;-Alnstruments defnmng nghts of securrty holders mcludlng tndentures 2.5

L ;:;:subordrnated debenture :issued - by :the “Company .in". 1987, upon',.:..
g completlon of a -pnvate placement of stich: securmes (1)

3"‘-3' : Amended and Restated Artncles of Incorporatlon and Amended and

‘Annexed to this' Form 10K are copres of the form of. warrant and




10 - Material contracts - Not applicable. -

11 - Statement regarding computation of per share earnings - Not apphcable
12 -- Statements regarding computatlon of ratios - Not applicable,
13 -  Annual report to security holders, Form 10-Q or quarteriy report to *

security holders -
o Amended Form 10- Q $ and Form 10- Q s for 1988 through 1990 -
will be filed subsequent to the fuhng of thIS Form 10K ‘
18 - Letter regardlng change in accountlng pnncrples Not appltcable

22 - Subsrdlanes of the reglstrant

23- Publlshed report regardlng matters submltted to vote of secumy holders |
' - Not apphcable : . .

24 . Consents of experts and counsel Not applicable. ;
25 -"'Power of attorney Not apphcable
28 - '.‘Addmonal exhlbrts Not apphcable L

2,9"-‘ Informatton from reporls furnlshed to “state insuranc'e' regulatory -
authormes Not apphcable o S o

“(b) Reports on.Form B-K I Celeag e A
: _ Report on Form 8 K dated December 28 1990 amended by Form 8
dated March 6, 1991. ' '

(1) Flled as an Exh:brt to Regustrant s Annual Report on Form 10- K for the year ended December .
31, 1987 and mcorporated herein by reference thereto ‘




SIGNATURES
Pursuant to the requirements of Section 13 or 15(d)'c'>f the Securities Acf of '1934, the regisirant has -
duly caused this report to be signed on its behalf by the undersigned thereunto duly authc}:ized.v

' FEDERAL RESOURCES CORPORATION
(Reg»strant) '

Date: July 3, 1981 = L - By:_/s/ Scott A. Butters
T . Scott A. Butters, President -:

Pursuant to the requirements . of the Securmes Exchange Act of 1934 th:s repon has been
.S|gned below by the followmg persons on behalf of the reg|strant and in the capacmes an d on the :
_dates indicated. : e . . . ,

. Date: July 8, 1991 - S S By /s/ Bentley. J. Blum
. L L , " -‘Bentley J. Blum,”
. Chairman of the Board . ..
v - (Principal executive officer) -

Date: July 3, 1981 - . . .. . .7 Byi.[s| Scott A Butters
e : — © ... . Scott A Butters, President
and Director L
-~ (Principal financial officer) “. .. .

Date: July 8,1991. - . . . By s/ Melissa C. Berkowitz
S s e e e Melissa C. Berkowitz, o
- .- Secretary and Director. - . =

-"_By /s/ John W. Losse, Jr'
;5. John'W. Losse Jr
V|ce Pre5|dent vl




SR EXHIBIT 22
SUBS!DIARIES OF FEDERAL Resounces CORPORATION

The fonos"rng table sets forth certam mformauon concernlng the subsrdiaues [ Federal
. Resources Corpo ation at December 31, 1990:-

ST R e EES : Percentage of'StocR
Name of Subsidiary and -+ . -~ - .. - . Ownership by Federal .
. Junsdlctron of Incorporatton ER e _ResoUroes Corporation

AMadawaska Mlnes lerted (Canada) 57:‘;'{, ERRE 100
A Camp Brrd Colorado lnc (Colorado) e ‘100'
: ‘Camp Blrd Tunne M|n|ng & Transportatron Co (Colorado) S 100 BT 5

Tuscaloosa Resources Corporatlon AT S R
: (Nevada) S e 100 T

;‘Pratt Coal Co (Nevada) - 100

Addrson Coal thng Corporatton
’ (New York) :

000

""'Kenyon Home FU'nrshrngs Ltd

(North Carolrna) ',".'1(50_ ,‘('1)> / BRI .

o Federal Holdrng Corp (Nevada) L 100 o

(1) See narratrve to Form 10 K and hnanmal statement footnotes regardrng the Kenyon su“udiary
fraud and subsequent events ' S - : . B , _
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. A‘FEDERAL‘RESOURCES CORPORATICN AND SUBSIDIARIES

Index to Consolrdated Financial Statements
and Supplemental Schedules

- Page
Independent auditors’ report . E
- Tanner +:Co. o B : _ R F-1 .
, 'Flnanc'lal s‘tatementS'
:Consolraated balance sheet December a1, R A
11990 and 1989 - A - R _F-8
Consolrdated statement‘ol‘ operatrons for the o . ,
years endlng December 31, 1990 1989 and 1988 - . . .- F4 -
;'Consolroated statement of stockholders equrty
- for the periods from January 1, 1988 through R
‘December 31, 1980 - o S S . Fs5
:~Consolrdated statement of cash ﬂows tor the L T N
_years endrng December 31 1990, 1989 and 1988 o T T T F8
' Notes to consolldated fmancral statements S SUETRI
i f‘éupplemental-schedules:
Schedute IV - lndebtedness of and to related - ‘
partles ' o S s . F-17
' Schedule V Property, Plant and Equrpment S " Fas
: ‘ Schedu%e Vl . Accumulated deprecratron and - T
T amortrz;.dron ot property plant and equrpment . F-19
Schedule X Supplementary statements of operatrons A
lnformabon Sl B o L et e F-20,

Schedules other than those ||sted above are omttted because ot the absence of condrtrons under |
whrch they are requrred or because the mformatron is shown rn the ﬂnancral statements L




INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
Federat Resources Corporatton
‘We have audlted the accompanylng consotldated balance sheet of Federat Resources
- Corporation and subsidiaries as of December 31, 1990 and 1989 and the related consolidated
- .statements of operations, stockholders’ equity and cash flows and the schedules listed in the index
to the consolidated financial statements for the three years then ended. These financial statements

and schedules are the responsibility of the Company’s management. Our responsibility is to -
express an optnlon on these fmancual statements and schedules based on our .audits.

o ' Except as dlscussed in the followmg paragraph we conducted our audlts in accordance
, with generally accepted auditing standards. Those standards require that we _plan and perform the
_ audit to obtain reasonable ‘assurance about whether the financial statements are free of material
" misstatement. An’ audrt includes examining, on a test basis, evidénce supporting the amounts and = -
- "disclosures in the fnnancual statements. "An audit also includes assessing the accounting principles - '
used and significant estimates made by management, as well as evaluating the overall financial
-“statement presentatton We beheve that our audits provrde a reasonabte basns tor our optmon

Because of the madequacy of accountlng records, we were unable to. form an oprnton_

regardmg the portion of the loss from discontinued operations attnbutable to Kenyon Home

" Furnishings, - Ltd., (Kenyon) 'an unconsolidated subsidiary recorded in the accompanying

-consolidated statements of operatrons and cash flows for the years ended December 31, 1989 and
1988.

S tn our oprnlon except for the effects on the 1989 and 1988 financial statements of such ‘
. adjustments if any, as might have been determined to be necessary had accounting records
" “concerning the operations of. Kenyon been examlned as discussed in the third paragraph the - B
< ' .consolidated financial statements referred to_in the first paragraph present fairly, in all material .~ -
»'f‘"respects the" consohdated financial. position- of Federal Resources Corporatron and subsadlanes as . SRR
“of. December 31, 1990 and 1989, and the results of their operations and their’ cash fiows for the
. three years then ended in conformlty with generally accepted accountlng pnncrples Also; inour
.. opinion, -except for the effects of such. adjustments “if any, as, mrght have been .determined to be .. ...
: ,‘necessary had accountrng records concemning- the. operatlons of Kenyon ‘been examrned the = .-
"-schedules . referred to_above when read in _conjunction .with . the - basic consolrdated financial - - |
statements ‘taken as a whole present farrty, |n all matenal respects “the. lnfonnatlon thereln_set TR




As discussed in notes 1 and 4, a substantial portion of the Cbrﬁpany's assels consist of
- mining properties. Recovery. of the Company’s investment in these mining properties is dependent .

o upon the successful development or sale of these properiies. The ultimate outcome of this

» ""‘i:‘Salt Lake Clty Utah e

uncertainty is dependent on factors described in-note 1 which cannot presently be determined.
Accordingly, the accompanying consolidated financial statements do not lnclude any adjustments
that’ msght réesult from the outcome of thls uncertalnty : : '

. The acoompanymg fi nancsal statements have been prepared assuming that the Company
- will continue as a going concemn. As discussed in note 11 to the financial statements, the
Company has suffered recurring losses from operations and has a net working capita! deficiency
that raise substantial doubt about its ability to continue as a going concern. - Managemsnt’s plans

in regard to these matters are also described in note 11. The financial statements do not include .

any. adjustments that mlght result from the outcome of this uncertainty.

o e

TANNER + CO.

Apnl 18, 1991 R
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Consolidated Balance Sheet

December 31, 1990 and 1989

-ASSETS

~ Current assets

- Cash and cash. equnvalents
Accounts receivable.

. Total current assets'

‘ Propeny plant and equnpment

~ Land and |mprovements ,
* Buildings ' :
‘Machinery and equment

Mining claims and leases .

Deferred mine development costs less

. proceeds of $1, 073,387 and $949 943, .
g f respechve!y - -

Less: accumulated deprecnatlon depletlon
o and amomzatlon ) ' :

Deferred financing costs net of accumulated

amomzatlon of- $277 446 and $184 946

s _Other assets o

. ‘FEDERI_‘\L_'RESOURCES CORPORATION ANQ SUBSIDIARIES

" g3.926657 .

1990
$ .9581 112,994
22 873 1,996
32.454 114,990
101,383 101,383
33424 33424 .
2,313,734 2,313,734
138,431 138,431
. 1615962 1,739,406 .
4,202,934 4326378
851,871  _ 838,005
3,351,063 3,488,283
- 462,504 555,004
80636 119,059 -

4.277,336 -




LIABILIT’IES AND STOCKHOLDERS’ EQUITY 1996 : 1988

: Current lrabtlmes ‘ S SR , U , v

Accounts payable -~ = o 4 ~'$ 52,898 237,284

" Accrued expenses. . . S - 1,008,808 - 850,723

. Accrued estimate for losses . = . . L - .=+ 297,080

- -Accrued expenses - related partres L .~ .35,888 8,387

: o Accrued income taxes - ' T . : - -465,000 465,000
Ve - ... Notes payable. , - o ' R 151,453 161,453

Total current lrabrlrtles S 8047 L 2019877
Notes payable to related paty o S 990,217 <
-Subordtnated debentures - R o '990,1‘29,' 990,129 -
l :V‘Commltments and contrngencres T S o [
‘ vStockholders equrty ' -
- Preferred stock, $.01 par value $1 .00
stated value per share, authorized 100,000,000 ~ . ©° . .- T
“shares, issued and outstanding 4,949,943 shares . - : © 49,499 . . 49,499
_ Common stock, $.01 par value; authorized 100,000,000 - ' - I
- shares, |ssued and outstandtng 35 358,766 shares. : 363,588 ~ 353,588
'Addrtronal pald-m capltal e o 13,151,085 13,151,055
rRetarned earmngs (defrcrt) L ”(13067 850) (12033 571)
S ,"..-‘Equrty adjustments from translatron f (254,028) (253,241)
Net stockholders equrty AR N 232 264 -1;267,330 '

. §~»3,_926~,es_7: 11-'4@77_,336 AR
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‘Net income (Ioss) per share ok

- FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES

Consolidated Statement of Operations -

| Years _Ended December 31, 1990, 198% and 1988

Revenue
Interest income

- - Royalty. income ~ -

t_ Other

_ 'AExpenses

_.General and admlnlstrattve S
“~Interest ' ‘

" . Loss on exchange of assets

Stand-by costs ‘of mining properties
" Depletion, depreciation and amortization °

.'__'Net ('Ioss)'frovm continuing operations -

Dtscontlnued ooeratlons

(Loss) from discontinued operattons net ot
‘income- taxes

Gain from ‘disposal of dlscontlnued operatlons"

net ot in ome taxes

Net mcome (Ioss)

_vNet (Ioss) per share from contlnulng Operatnons

aE

1990 1989 - 1988

$ 2340 495,653 528,356

- 76,675 28,060

2,097 24130 - _ 30,162

4,437  _ 506458 - _ 586,578
526,468 . 843,046 1,298,204
252,278 . 1,201,942 - 852,068

.- . 706,426 L

- 153,694

106,276

-135,989

. 86,275. -

231,077 -

1,038,716

(1,034.279) -

3,118.480

284,275

2520822

(2,522,022)

© ' (3178,152)

6915968

a .934,244)_ -

(3,139,041)

$(1,034.279 -
“_gf (02) fa

3.737.816

. 1.21 5,?94

g

L og) R

. See nbtes_;td»eonsolvi'date'c‘jwﬁ_nan_g:iétf‘st'aténte'nts.:_‘ o

_(op) -

| (3,139,041)
‘»'(5,‘073,2'85)' ‘
5 '1.'f."v-g'.'1s)\' )
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- FEDERAL RESOURCES CORPORATION‘ AND SUBSIDIARIES

Consolidated Staterﬁents of Stockholders” EQuity

Balance, January 1, 1988

" Shares issued in conjunction with -~

© acquisition
: ?Net (loss)

’ Equnty ad]ustmem from forelgn
' currency translation

e ‘Balance, December 31, 1988 -

-~ Net income

Termination of repurchase =~
. agreement. . .

o a 'Ecjuity' adjustmenf from foreign

currency translation .

Balance, December 31, 1989
. Net (loss)

- ’Equxty adjustment from forelgn -
0urrency tfanslatlon L e

- "Balance December 31 1990 ._'}‘.

' Preferred Stock -

‘ Common Stock

Number
Of
- Shares

4,949,943

4,949,943 -

4,949,943

«

Amount

49,499

Number
of
Shares

30,858,766

4,500,000

49,499

35358766 -

.49,499 35,358,766

9400

35358766

——cman

" Amount

308,588

45000

- 353,588

353,588

'353.588



. . o Equity '
Additional - Retained Adjustment
Pald-In Earnings From
Capital - _(Deficit) Translation

. 10,924,055  (8,176,080) . - (275,085)

1,627,000 - - L

A .'-- ’. ‘ sl Ay - . ‘A ;: B 20‘080 .. “ .o
12,551,055  (13,249,365) . /(255,005) - ’

- 1218794 . -

13,151,055 - (12,033,571) ,,(255'?5‘)

- (1,034,279) © - -

13,151,055 (13,067,850 ." - (254,028) " o

" See notes to consolidated financial statements.




- FEDERAL RESOURCES CORPORATION AI\D SUBSIDIARIES

Consohdated Statements of Cash Flows

Years Ended December 31, 1990, 1989, 1988

Operattng activities:
Net income (loss)
Adjustments to reconcile net mcome
' (loss) to net cash (used in) operatmg
activities: '

Gain from disposal of dtscontmued operatlons -

. Deprematnon and amortization
" . Loss on exchange of assets :
(Increase) decrease in equnty adjustment for
translation
Changes-in operating assets- and liabilities,
net of effects from business acquisitions:
-+ (Increase) in accrued interest receivable

(lncrease)decrease in accounts recelvable L

. (Decrease) increase in accounts
- payable and accrued expenses -
" Decrease in net assets of dlscontmued
- operations - ,
-Net cash (used |n) operatlng
actlvmes

o ,Investing actlvtttes .
(Increase) decrease in other assets '
Proceeds from Camp Bird Venture -
Proceeds from sale of discontinued operatvons
" Increase in note receivable ’
- Net cash provided by
investing activities -

e 'Ftnanclng actlvltles TR
. - 'Proceeds from Iong-term borrowmgs BRI

Principal payments on Iong-term g
borrowmgs B e
-Net cash prowded by (used m)
ﬁnancmg actlvmes RERTEE

1990 1989 1988
~ $(1,034,279) 1,215,794 .  (5,073,285)
- (691598 . - .
106276 231,077 - 284,275 .
- . 706,426 -
(787) 1,764 - 20,080
. (480,831)  (298,273)
(20 877) 21,336~ 34,602 "
(295 330). T (a8234) | 809,044 -
- - ..1,190,738
(1245497) (5.268,636)  (3,032:819)
T 38423 - (69,857) . 321,101
123,444 470,579 111,073
- . 7,936,667 <
- (1,400,000) -
161,867  6937,389  _ 432,174
990217 12,500,000 2’500 000 s
(10,000 .144424,362)*1 (596 037) St
- (1,924,362) 1,903,963 R




FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES

Consolldated Statements of Cash Flows - Contrnued »

(Decrease) in‘cash'and cash equivalents ‘ . .. : (103’41.3) ' (255,605) ,. (696',68é)
Cash and cash equrvalents beginning . . ' -~ : | : , 'l ‘, S
of year , . _ S ‘. - 112,994 '368L603 ' . 1,065,285
Cash and cash e.qurvatents endof - _ - B _ o - '
year S L N ;;Quj » :$ ‘ &581_ . 112994'-“ Zm36&603t
Supptementa,l‘ Dlsclosures of Cash Flow I’nformatt‘on:
cashupad during the year }":'tf S E _': 1980 ':1§§§' o 1988
Interes_t':..v.‘ | ; o T ; R §>2(l)é!.7é3 g g4_8d_§§'1_ 4 m o

Income taxes , . % o . - ‘ .
‘Supplementallschedule of Noncash Investing and Financing Activities
1989

‘ The Company exchanged a note recervable of $3, 900 000 and accrued mterest recervabra totalhngA
$1,0583, 681 in payment of a note payable of $3,900,000 and accrued rnterest payable of- $347,255

As part of the sale of a wholly—owned subsrdrary, the Company exchanged a $1 400 000 note
recervable from the sale of a whoIIy-owned subsrdnary in payment in full of a note payable of s2 500, 000

1 988 :

o The Company rssued 4500 000 shares of common stock valued at $1 672 000 as part of'.the -
.;.consrderatlon for the acqursrtnon of an unconsohdated subsrdrary ' L S e

' See notes to consolidated financial statements



(1)

FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES

Notes to Consolidated Financial Statements

- 3ummary of Significant Accounting Policles

Prlnclples of Consolidation ) '

The accounts of Federa! Resources Corporatlon (Company or Federal) and its subsrdranes
with the exception of Kenyon Home Furnishings Ltd. (Kenyon) have been consolidated in the
accompanying financial statements after elimination of alf significant intercompany accounts and
transactions.. Kenyon was accounted for on the cost method and not fully consolidated

" because the subsidiary had a material fraud perpetuated by certain employees and officers of

the subsidiary, the subsrdrary is m bankruptcy and control of the subsidiary by the Company

was temporary (See note 2.) -

- Cash Equlvalents

‘Cash equrvalents are highly Irqwd mstruments wrth a maturlty of three months or less when,'

o purchased

Property, Plant and Equlpment

The cost of property, piant and equnpment related to mining actlvntres are- deprecrated;

,ffpnnmpally by the units of production method. Other fixed assets are depreciated using the .
) 'stralght lme method over. ‘the estlmated useful life of. the asset classrf catron : :

Costs mcurred for the acqursmon of mrnlng clarms and leases and for development of these

" mmmg claims and leases are caprtallzed Amortlzatlon or depletion of caprtalrzed costs are "

. availability of financing-or-sale arrangement, etc. The consolidated fi nancral statements do not -

based on productron durrng the year in relatlon to estlmated total quantltles of recoverable ore.

' 'avallable

The acoompanymg fmancral statements have been prepared ona basrs Wthh contemplates

the recovery of the recorded costs for mining properties in the normal course of business.

The recovery. of recorded costs for mineral properties.is uncertain because the economic
viability of the properties is dependent upon factors which cannot be determined at this time, -
such as future prices of minerals, discovery of minerals in economic quantrtnes for development,

_'_mclude any adjustments reIatmg to the outcome of thrs uncertamty ‘

‘ _exchange rates and results of operations at average monthly exchange rates prevaiting at each T

.":_~—Forelgn Currency Translatlon e

-The assets and liabilities of the Company s Canadran subsrdlary are translated at year—end -

',__reportmg penod Adjustments resultung from transiating ‘the subsrdlarys Canadian - dollar '

' r.,f:“"functlonal currency to U S dollars are accumulated as a component of stockholders equrty
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FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES

Notes to Consolidated Financial Statements - Continued -

_Summary of Significant Accounting Policles - Continued

Deferred Financing Costs : } :
Deferred financing costs are bemg amortlzed over the term ot the retated indebtedness.

Income (Loss) Per Share

3 income (loss) per share is computed by dividing the net income (Ioss) by the approxumate_ ‘
average number of shares (35,358,766, 35,358,766, and 33,892,000 shares, including shares -+

subject to repurchase for the years ended December 31, 1990, 1989 and 1988, respectively,
of common stock outstanding during the year. The computation does not consider for the

years ended December 31, 1990 and 1988, the effects of stock _options, warmrants and

convertuble preferred stock and notes as common stock equuvatents as they are antldllutlve

Reor;gantzatlon of the Company

@

During the year ended December 31 1989 Federal Resources Corporatlon underwent a
-reorganization. involving the - sale of two operating subsidiaries and liquidation of a third .
subsidiary. - The Company’s sole operatlon followmg the reorgamzatton mvolves ownershlp._ L

T mterests in natural resource propemes

' Dlscontlnued Operatlons - : o
-On March 24, 1989, the Company entered into an agreement to sell its spnng manufactunng Co

5ubS|d|ary, Mid-West Spring Holding Corporatlon ("M-WS Holding"). ‘The sale was completed

on June 22, 1989 for $24, 720,000.  Proceeds to the Company, net of M -WS Holding debt_»‘_"" "
- repayment.and transaction costs, were $4,686,000 in cash- and a subordinated note receivable

of $1,400,000. Federal also received a warrant to purchase 3% of M-WS Holdmg s acquirer
and a wamrant to purchase an additional 3% if the subordinated note receivable is not paid by

December 31, 1992. Federal realized a gain in the year ended December 31, 1989 of

$3,370,749 from the sale of M WS Holding.

On December 29, 1989; the Company sold lts consumer electronlcs sub5|d|ary, New S

v Generatlon nc. (New Generation®), to a company formed by Federals former president and R

C & New Generation _management. - Net proceeds from. the sale were compnsed of a $990,000, - - -
7. 10.25% subordinated note receivable from the buyer. and the. buyers assumption. of $1,100,000 -

‘of Federal's 'debt to a bank. Federal borrowed $2,500,000 from the same bank in February

tedte e

1989 pnmanly for working capltal of New Generation. ' In conjunctuon with the 'sale, Federal ol

assigned a.$1,400,000 subordmated note’ recewable to the ‘bank in full satisfaction. of ‘the .- -

: - ‘Temaining $1,400,000 -of Federal's indebtedness to'the bank.  Federal realized a galn for the

" year ended December 31 .1989 ot $3 545 219 trom the sale ot New Generatuon
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'FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES

Notes to Consolidated Financial Statements - Continued

Reorganization of the Company -‘Contlnued

"(Loss) In Unconsolidated Subsldlary

-On April 29, 1988, the Company. acqunred all of the outstandlng common stock of Kenyon
Home Fumishings, LTD., in exchange for cash of $500,000; 4,500,000 shares of Federal
common stock; and a $4 500,000 subordinated note payable '

In May 1989, it was determlned ‘that a material traud had been perpetuated by certain
officers and employees of Kenyon over a several year penod “Subsequent to the detection of

“the fraud, Kenyon filed. Chapter 7 bankruptcy. The bankruptcy trustee and various ‘faw

enforcement agencies have all documents and supporting evidential matter relating to the
financial condition, operations and transactions of Kenyon. The Company was unable to obtain
the necessary evidential matter to allow its auditors to perform the required audit procedures

_. as the Company did not and does not have access to the Kenyon records. Because of the

- fraud, subsequent bankruptcy and liquidation, the Company has recorded the acquisition of

Kenyon as an unconsolidated subsidiary. ‘At December 31,1988, the entire investment in the
. unconsolidated subsidiary was_ written off as discontinued operations- down to the amount of -
- cash procezds received from Kenyon in 1989 which totalled $830,473 and an estimated reserve

‘payable of $495,000 -was established to cover estimated losses arising from the fraud and

bankruptcy of Kenyon. The investment value was $-0- at December 31, 1989, At December'. o

" 31, 1990, the Company had incurred expenses of $43,840 in addition to utilizing the -entire

:$297,030 estimated reserve available at December 31 1989 which was establlshed to offset

. the losses from. the fraud and bankruptcy ot Kenyon

Net sales and operatmg results of dlscontlnued operatlons are as follows

Years Ended Decernber

- 1989 1988
Netsales - i $25275060 =~ 41,959,393
- Income (loss) from dlscontlnued e S R v
_ - operations before income taxes - S (8178,152) - (3,139,041)
. Provision (beneﬂt) tor |ncome ' o T AT e '

E Ntaxes

lncome (loss) from

- dlscontlnued oper_atlons"-' , B 1§(5,ﬁ1""/"8',“152)“ . (3.139.041)
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FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES |

Notes to Consolidated Financial Statements - Continued

Note Receivable

During the year ended December 31, 1989, a $3,400,000 note receivable and the related
accrued interest receivable was' transferred in satisfaction of a note payable to an individual
totaling $3,200,000. The Company realized a loss of $706 426 on the exchange of the note
receivable and accrued interest receivable for satisfaction of the note payable and accrued

.' |nterest

’ 'Tr'ansactlon's Related to Mlnlng Propertles'

The Companys mining propertres consust of three propertres Camp Bird, Lordsburg and

o ,Madawaska Mines.

- Camp Bird Propertles

- Substantially all of the Company s deferred mtnrng development costs relate to the Camp

" . Bird Properties, which are owned by the wholly-owned subsidiary, Camp Bird Colorado, inc.
% (*Camp Bird"). On August 14, 1986, Camp Bird entered into a lease.and purchase option
- agreement with several lessees (the “lessees”). The lessees were obligated to manage mining -

-~ and milling operatlons to invest a minimum of $85,000 a month in exploration and development’
" and to pay the Company’s debt service on mining division debt. Proceeds received during the
. lease period have been deferred and recognrzed as revenue in an amount equal to direct
- expenses of the Camp Bird operations, i.e., depreciation, depletlon and interest expense. The

remaining deferred revenue of $1,073,387, $949,943 and $479,364 as of December 31, 1990, -

1989 and 1988, is classified as a reductron to deferred development -costs. The lease was
terminated in April 1990 ‘ -

An affiiiate of the majonty stockholder is entitied to a $300,000 payment contmgent upon
the sale, development or exploitation of the Camp Bird properties. The contingent payment

" 'was agreed to in exchange for the affrhates waiver of a purchase optron that preceded the
) optlon granted to the Lessees e v _

Lordsburg Propertles L

~The Lordsburg Propertles (Lordsburg) are located |n New Mexrco and lnclude a ﬂotatlon mrll’ v

' and approximately 12,000 acres held. through patented and unpatented mining claims and’

: ".'.}.{flleases In 1988, the Company terminated an agreement to sell Lordsburg to another company . o

L . when the purchaser defaulted on the terms of the agreement. and filed a petition in. bankruptcy S
o under Chapter 11.of the U.S. ‘Bankruptcy Code. The property. is recorded at its net cost basis. =

In the year ended December 31, 1990 the Company contnbuted the property to a 1ornt venture R




FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES

Notes to Consolidated Financial Statements - Continued “

(4)

Transacttons Ftelated to Mining Propertles Contmued

Lordsburg Properties - Continued
to develop the property. In connection with the propeny contributed to the joint venture, are

- several leases which will be paid from the joint venture proceeds. In the event the joint venture

has no proceeds, Federal will be required to make the necessary payments. #t is not possible
to predict the outcome of future operations or whether Federal will be reqmred to make the .

..necessary payments. Consequently, no adjustments have been made that might result from

.- the outcome of the uncertalnty

" environmental and reclamation .obligations for a closed. uranium mine facility.- ‘Approximately .

' Madawaska Mines letted

Madawaska Mines Lumlted ("Madawaska) is'a wholly-owned subsudlary ot the Company
Madawaska owns a 51% mterest in a Canadian Jomt venture that is in the process of liquidating '
certain - assets and complymg with - various " regulatory agency gundelmes ‘concerning

" $200, $15,000.and $236 000 of cash of Federal at December 31, 1990, 1989 and 1988 is held

"in escrow in Madawaska and is subject to withdrawal restrictions related to regulatory
: comphanoe .The Company has an unused $1,000,000 letter of credit with a Canadian bank
“to cover any future liabilities resulting from these procedures.. The total liabilities, in Canadian -
‘dollars, of Madawaska were $13,433, $7,831. and $88,227 at December 31, 1990, 1989 and

- 1988, respectively, plus accrued income taxes ‘and accrued interest and penalties of $919,755,

$822,103 and $866,016 at December 31, 1990, 1989 and 1988, respectively. The fmancual

T8 tatements do not reflect any- value tor real estate owned by Madawaska

- (5)

Notes Payable

R "covenants under the note agreements

At December 31, 1990 and 1989 the Company had notes payable as follows:

' S 1990 1989
Notes payable to banks at an |nterest rate _
~ ‘of prime plus 1% (11% at December 31, 1990) S
- The notes are secured by substantially all -
'of the assets of the Company. The Company
- is_in violation of certain restrictive -
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FEDERAL RESOURCES CORPORATION:ANDSUBSIDIARIES

.Notes to Consolidated Financial Statements - Continued

Subordlnated Debentures

On March 2, 1987 the Company sold through a private placement memorandum (PPM)
49.506 units at $20,000 per :unit consisting of $20,000 in 10.25 percent subordinated

~ debentures totalling $990,120 and warrants to purchase 20,000 shares of common stock.

Interest on the subordinated debentures is payable quarterly and the principal is redeemable

- . at the option of the Company at any time until the due date of December 31, 1995. The

deferred financing costs related to the pnvate placement memorandum are: being- amortrzed on
a straight-line basis over the term of the debentures. The Company defaulted on the December ’

- 1989 quarterly mterest payments and all subsequent quarlerly rnterest payments

Related Partv Transactlons

L m

The Company had. notes outstandrng to the pnncrpal shareholder and his afﬂlrated

,'companres of $990,217 and $-0-.and accrued interest payable of $35,888 and $-0- at December

31, 1990 and 1989, respectively. The notes carry a 10% interest rate and are due subsequent

" to December 31, 1991. Interest expense of the notes totaled $35,888, $256,771 and $422,019 L

for the years .ended December 31, 1990, 1989 and 1988, respectively. ' The 1988 interest .

E 'f'_amount mcludes $77,000 paid to the principal shareholder to compensate for’ his acceptance
" of a subordinated promissory note from M-WS Holding at a rate of interest below comparable

market rates. . The Company . paid the pnncrpal shareholders $95 333in 1988 as compensatron

for their guarantee of repayment on cerlarn debt

The pnncrpal shareholder guaranteed repayment of the Companys $2, 500 000 term loan -

'_establrshed in April 1988. The- loan was eliminated as part of the 'sale of discontinued

operations. In connection with the guaranty, a fee of $250,000 recorded as deferred financing
costs and a commitment fee of 1% of the outstanding balance, $16 146 in 1988 ret,orded as

rnterest expense were pald to the shareholder

: Sellrng, general and’ admrnlstratlve expenses for 1990 1989 and 1988 mclude $60 000,
- 1$48 136 and $217,800 reimbursed to. affiliates ot the principal shareholder for allocated oﬁ‘ ce :
space clencal salarles and ofﬁce equrpment : -
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FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES

Notes to Consolidated Financial Statements - Continued

Stockholders’ EAgu_lty .

Restrlctlons on Dlvldends ' ' , ‘
The Company's debt agreements restrict payment of dlvrdends and in the case of

' ~subsidiaries comprising discontinued operations, advances of the subsidiaries’ assets to the

parent company. At December 31, 1990 substantlally all of the Companys net assets were
' restncted

' Common Stock Warrants

In connection with. obtalnlng the trnancmg for the. acquusrtlon of New Generation which was

‘-.subsequently sold in 1989, the Company granted warrants to-the bank to purchase 175,000

shares of common stock at $1.75 per share.  The per share price was ultimately reduced to
$.75 per share.. The warrants are exercisable through June 30, 1993. In connection with

- obtalmng the financing for the acquisition of Kenyon, the Company granted warrants to the
“bank to purchase 150,000 shares of the' Companys common stock at $.60 per share The

: .warrants are exercisable through Apnl 29 1993.~ No warrants have been exerclsed as of

_December 31, 1990

See note 6 tor warrants to purchase 990 120 share of common stock lssued in conjunctlon :

, wrth the pnvate placement memorandum

. Stock Optlon Plans

~The Company has an rncentlve stock optlon (ISO) plan pursuant to whlch optrons to,

""purchase up to 500, 000 share of common ‘stock: were authorized for ‘grants to-officers and

5 . ,_drrectors of the. Company Optlons for 100, 000 shares granted in 1988 explre in 1993

The Company also has the 1983 Stock Optlon Plan pursuant to. which optlons to purchase |

‘up to 3,000,000 shares of common stock were authorized for grants to officers and directors

~of the Company. In 1987, options to purchase 25,000 shares of common stock at $1.25 per
- share were granted under the plan. The options were terminated upon the officer’s resignation

in January 1990 without the options being exercised. The terms and exercise provisions of the

. options are fixed by the board of directors, but are not issued for terms Ionger than five years

‘ 'Optlons for 3 OOO OOO shares were avarlable for grant at December 31, 1990

.,At Deoember 31 1990 and 1989 there were outstandmg optlons tor the purchase ot ST
- ~.100,000 shares and 3, 325 000 shares, respectlvely. ‘at prices ‘ranging trom $ 30to $1 25 per S
.. ~share in 1990 and-1989. At December: 31, 1990 and 1989, optlons for 100 ,000 and 1 525 000 R

o shares respectlvely, were, exercrsable e . o o
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FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES

Notes to Consolidated Financlal Statements_ - Continued

Income Taxes

No Fedsral income tax expense for continuing operations has been provides due to net

 losses from results of operations for the years ended December 31, 1990, 1989 and 1988. No .

income taxes were  recorded on the gain from disposal of discontinued operations as the
Company had available net operating loss carryforwards which were utilized to offset the

“.approximate $2,351,000 of income taxes on'the gain from the dlsposal of dt continued

. operations . for the year ended December 31, 1989

~ ‘Cumulative net temporary differences‘ as of December 31, .19190',>1989 .and 1988 were
$2,800,000, $2,950,000, and $3,500,000, respectively. - These temporary differences are
substantiaily offset by net operating loss carryovers. Temporary differences are due primarily

‘to differences in the book and tax bases of assets of the acquired business, ditference in
" ‘revenue’ recognltron for fi nanC|al statements and income taxes for sales of real esiate, use of
different depreciation: methods for financial statements and i income taxes, management incentive

- -bonuses, ailowance for doubtfutl accounts and unrform caprtahzatron rules applred to mventory‘ '

e :costs for income tax purposes

‘In 1987, the. Company adopted anancral Accountlng Standards Board Statement No 9%

.'Accountmg for Income Taxes.® Adoption of Statement' No. 96 had an msrgnmcani effect on -

" _the statements of operatrons for the year ended December 31, 1987

As of December 31 1990 net operatlng Ioss carryovers for Unlted States federal |ncome

tax purposes anng wrth the respectrve explratlon dates were as follows

Flnanclal :
Reporting Tex
Purposes Purposes

Exp.res on December L ST T

1992 ST N oo <7 1,008,000
1993 ‘ t - o - 1,536,000
1994 . - ' - 60,000
1995 - o ' S - 95000
1996 .. . - 18,094,000

1997 1 0 T 73,492,000 4,493,000 -
S ~ . .. 434,000 . .'880,000 .
7 2,344,000, .- ;1 712,000

3314000 1678000
. 5073000 '

o 1034 ooo 1,084,

§18,209,000 ‘

2,375,000 1,860,000 b T T



.7 FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES

Notes to Consolidated Financial Statements - Continued

(9) .Income Taxes - Continued

~ On the above tax basis net operatlng loss ca'rryovers -$10,899,000 was generated by the -
~ Company and its subsidiaries prior to a merger on Aprrl 29, 1983 and are restncted by separate
return hmrtauon year regulatrons

lnvestment tax credlts and savrngs from eamed depletron clalms when utlhzabte erI be
accounted for usmg the ﬂow-through method. o

. (10) Contlng«encles o

The Company is a defendant in litigation relating to the 'Kenyon subsidiary. The Trustee
of the Kenyon bankruptcy is alleging preferential transfers and fraudulent conveyances by °
- Kenyon to the Company and seeks to recover-amounts totaling approximately $1.7 million “The
' Company has denred it is lrable to the Trustee and |s vrgorously defendrng this surt '

. The Company is a th|rd party defendant ina lawsuit regardrng envrronmental issues. The . -
- Company has denied.it is liable-and is vigorously defending this suit. The Company is in . : .
~ violation of certain debt covenants with its bank lenders and debenture holders The Company PR
R -_‘has been unable to obtaln habrllty msurance coverage

The Company is a defendant in vanous Irtrgatron arrsmg in the normal course of buslness o
With respect to this litigation, the Company believes that it has adequate legal defsnses and T
~ that the -oui icome -will not have a material effect on-the Companys consohdated financial I
‘ _;’posrtron o : :

(11) "_Golng Concern

. The accompanying consolidated flnancral statements have been prepared assuming that
' the ‘Companiy will continue as a ~going concern. Because of significant losses and the excess
- of current liabilities over current assets, the Company’s abrhty to continue as a going concem -
.S dependent on attaining future proftable operations, restructuring its financing arrangements, : SRR
.-and obtarnmg additional outsrde financing- and/or capital.. Management is in the process of =
»-?_:‘f-';}t‘rmplementrng a plan Wthh will drspose of certain assets of the Company to generate additional :;
- working ‘capital. - The’ Company is also.in the process of obtaining addrtuonal financing orf SN
.+ .capital. . It is not. possrble to predrct the' outcome of future: operatrons or whether the necessary : -
. -alterative financing or. additional capital may be arranged. . The  consolidated financial =
... statements.'do” not mclude any adjustments that mrght result from the outcome of “this ol
o *uncertarnty e « . : : o




E ~ FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES
o Schedule IV~
Indebtedness Of and To Related Parties—-Not Current

Years Ended December 31, 1990 and 1988

- Balance at o T
Beginning - Indebtedness to
of Period Additions = Deductions

Year ended.Décember 31, 1990

Bentley J.Bum ~ . - . esof2e(1) -

Year ended December 31,1989 .~ -~ $2,041,020- . - ‘.. 2,041,029

. (1) Advances of working capital by. majority shareholder. < - <

S

Balance

‘atEnd
~ of Period

. 990,129




FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES
Schedule V
Property, Plant and Equ:pment

Years Ended December 31 1990 1989 and 1988

' Balance at ‘ . - . Balance
" Beginning "Additions - Other  .atEnd -
‘ of Period at Cost Retirements ‘Changes of Perlod

Year Ended December 31, 1990: SR . S -
Land and improvements $101,883 - . - - - 101,383 -
_iBuudmgs o : C . 83424 - - 4 . 33,424
" Machinery and equipment 2,313,734 E o - - 2313734
" Mining claims and leases -~ 138,431 EEEE j - ;'- _'" 138,431 -
Deferred mine development = - . . TR e
Lcosts - 1,739,406 e (123, )(1) 1,615,962

$4,326,378 . — = - {123444) 4202934 *

Year Ended December 31, 1989: ° _ Sl T T S

~ Land and |mprovements v $.101,383 0 s LT 101,388

- Buildings .- - I 33,424 : e e e e T 33494

* - Machinery and equnpment 0 .2,313,734 SN 2,313,734

Mining claims and leases =~ . - 138,431 B .- . 1 1838431. .

. Deferred. mine development _ S T
costs o .. ._2,209,985 - . (470579) (1) 1,739,406

ﬁll796i957‘ o - - .1470!579.) 4326378 .

Year Ended December 31, 1988: .. o :
Land and lmprovements - °$ 101,383 - -
Buildings .. 38,424 -
Machinery and equipment . 2 313,734 -

. Mining claims ‘and leases , 138 431 . -
" Deferred mine development .. " LT e T el

costs . v 2321 058 . .- Do - U (111,073) (1) 2,209,985';,'.- =
LT e e ,_g,soa,oao S o T (111,078) - 4796957 v

.- oo <7 101,383
- S - 33424
- e 2313734
D 138431;?'.‘

(1) represents deferred lease revenue .- "



T FE_QERAL-RESOURCES CORPORATION AND SUBSIDIARIES
Schedule VI

.Accumulated Depreciation, Depletion and y
Amortization Of Property, Plant and Equipment

Years Ended December 31, 1990, 1989 and 1988

Additions , o ‘
Balance at Charged to . : S ‘Balance
Beginning . Costs and - _ .~ Other at End g
. of Period Expenses Betlrements ‘ Chan'ges. " of.Period

' Year Ended December 31, 1990: N
~*  Land and |mprovements ~'$ 3,354 589
. Buildings - S .~ 83901 - 5987
~ Machinery and equrpment ' ... 370,098 7,200
Mining claims and leases - . - - -
Deferred mine development T o S
~costs. - , S . 430,742 - - 430,742 -

- - 3,943
§83.8i095-‘ S < 7S . 851,_871:“:_'1

. 39888
- 877,208 "

) erar Ended December 31 1989: I AP
.. Land and rmprovements .. - $ 2,765 Lo B89 - -
- “Buildings .. - 27914 . 5987 - -
. Machinery and equrpment . .350,097 20001 . = - - -
. Mining claims and leases . - . < e e - -
" Deferred mine development S _— o R
-~ costs . - 318742 112,000 - __ - = .- . . 430742 .
' .7 ¢699518 - 138577 . - __ - .. B380Y5

. 3854

Year Ended December 31 1988: ' S . E T P
 Land and rmprovements S $.2172 -0 593 - LA 2,785
" Buildings - S 21,882 v .0 5882 - .- T - 27814 e,
-~ © Machinery . and equrpment .- 307,898 42204 .- S e s 350;09_7_5‘----;“ Lol
/ Mining claims and leases - -~ . . - s L0 o -
- .Deferred mine development B P ol e M TS
e costs S T 175742 0 7 U148,000 ¢ o e - 3187420 <
LT $507,739 7 A91TT9 Lkl LS ot hi0 Y 6995180

‘4“-', N : s

x F_1g B




'FEDERAL RESOURCES CORPORATION AND SUBSIDIARIES
Schedule X
Snpplementary IncomeASvtatement_ Information

Years Ended Deeemberiét', '.‘1’99‘0,?198.9 and 1988

Charged to Costs and Expenses
Year Ended December 31,

© 1990 1989 - 1988
Amortlzatlon of deferred - A BT e R
- financing costs e T s 92,500 © 92,500 *'_:‘*?106',940 .
Amortization of deferred | B s : T
developmentcosts ~ . . - . - " - 7 112,000 - 143,000

. Taxes other than payroll and income taxes advertnsrng costs marntenance and reparrs and royalty -

‘expenses are not set forth masmuch ‘as such' items:do not exceed one percent of total sales as*j.‘{; IR

3 shown in the related consolrdated statement of operatlons .






